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ABSTRACT 


The transformation of the Canadian federal system 

from classical: to co-operative federalism has placed 
reater importance on consultations between federal and 
provincial governments prior to the finalization of policy 
within their respective jurisdictions. While the volume 
of literature delineating the general characteristics of 
Me ees tie federalism is increasing at a steady rate, 
the vast majority of the literature describing the policy- 
making process has focused on the negotiation of shared- 
cost programmes between the federal and provincial 
governments in areas of provincial jurisdiction. There 

igs an absence of case studies that examine the interaction 
among provincial governments, provincially or regionally 
based pressure groups, Members of Parliament from a par- 
ticular region or province and the federal cabinet in the 
formulation of policies in areas of federal jurisdiction. 

An examination of the political history of 

Western Canada reveals that transportation policy and. in 
particular the issue of freight rates have been of con- 
cern.to Western Canada for a prolonged period of time. 


Using the enactment of The National Transportation Act 


of 1967 as a case study, the dissertation examines the 
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policy-making process within the Canadian federal system 
as it affects the Western Canadian provinces. 

| The central thesis of: the dissertation is that 
the representations made from Western Canada through 
traditional mechanisms within the political system, such 
as the presentation of briefs to Royal Commissions and to 
Parliamentary Committees and the discussion of issues by 
Western Canadian Members of Parliament in the House of 
Commons, had Little impact on the. content of the final 
policy output -- The National Transportation Act. A 
secondary thesis is that the consultative mechanisms 
employed by the federal government in areas of provincial 
jurisdiction vary considerably from the consultative 
procedures employed by the federal government in areas 
of federal jurisdiction. it is hypothesized that the 
Federal government has been extremely reluctant to dis- 
cuss proposed federal initiatives directly with the 
provinces and has employed Boreal ei vet meen ise and 
procedures that limit the extent to which provincial 
policy inputs are injected into the decision-making 
process. Because of the limited success of the provincial 
governments from Western Canada in having their representa- 
tions accommodated in federal policy outputs, the three 
prairie provinces have revised their strategy and are 


attempting to influence the content of federal policy 
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prveor  tGrics tinalization by the’ federal cabinet. 
e--+s 


The conclusions emerging from the case study re- 


veal that co-operative federalism is entering a new phase 


Gk 
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that will be characterized the increasing demands of 


the federal government 


Y 


the provinces to be consulted dy 
in policy areas within Leia ae prior to the 
finalization of policy by the federal cabinet. Further- 
more, specialized structures will be established to 
permit the input of regional views at the federal level 
on a regularized basis. Finally, both the provinces and 
the federal government will recognise the existence of 
distinctive regional entities within the federal system. 
In the future, the provincial governments within a par- 
ticular region will attempt te develop a regional policy 
in the hope that this will strengthen their bargaining 


position with the federal government. 
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CHAPTER. 1 


POLICY MAKING AND FEDERALISM 


THE TRANSFORMATION FROM CLASSICAL 
TO CO-OPERATIVE FEDERALISM 








The past few years have witnessed the transforma- 
tion of federal systems away from what K. C. Wheare 
defined as classical federalism towards what A. H. Birch 
has defined as co-operative federalism. K. C. Wheare 
characterized classical federalism by the co-ordinate 
and independent. status of the two levels of government 
within their respective spheres of jurisdiction. 

A. H. Birch, writing on the subject offederalism in the 
early 1950's, noted that Wheare'’s classical definition no 
longer characterized federal systems .* Federalism, in 
Birch's opinion, was entering a new phase that he 
described as "co-operative federalism". The distinguishing 
characteristics of co-operative federalism, as defined by 
Birch, were the increasing co-operation between the two 
levels of government in the formulation of policy and the 
increasing administrative co-operation between the two 
levels of government in the implementation of government 
policy. Thus, the guiding principle of co-operative 


federalism was the interdependence between the two levels 
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of government rather than the independence of the two 
levels of government that had characterized classical 
federalism. 

The classical concept of federalism, reinforced 
by the decisions of the Judicial: Committee of the Privy 
Council between 1880 and 1900, dominated Canadian federal- 
ism until World War rt," However, between 1920 and 1945, 
classical federalism "was subjected to increasing trials 
and tribulations and was finally transformed into some- 
thing quite different . . . something which is called 
co-operative federalism, or the new federalism".? The 
evolution from classical to co-operative federalism within 
the Canadian federal system made the policy-making process 
increasingly complex. 

The volume of literature outlining the policy- 
making process and delineating the general characteristics 
of co-operative federalism is increasing at a steady rate. 
Numerous authors suggest that consultation between the 
provinces and the federal government, prior to the enact- 
ment of legislation in areas of jurisdiction that are of 
concern to both levels of government, must become a key 
element in the policy-making process if co-operative 
federalism is to resolve disputes between the provinces 
and the federal Soe e ne The vast majority of the 


literature describing the policy-making process has focused 
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on the negotiation of shared cost programmes between the 
federal and provincial governments in areas of provincial 
jurisdiction. In fact, specific instances when there were 
extensive consultations between the two levels of govern- 
ment in the formation of policy are cited as examples of 
the accomplishments of co-operative federalism in resolving 
federal-provincial Sheen” There is, however, an ab- 
sence of case studies that examine the interaction among 
provincial governments, provincially or regionally based 
pressure groups, Members of Parliament from a particular 
province or region, and the federal Cabinet in the formu- 
lation of policies in areas of federal jurisdiction that 
Have ao direct impact .on one or all..of the provinces. In 
addition, I am unaware of any studies that focus on the 
representations made by provincial governments and pro- 
vincially based pressure groups to federal regulatory 
agencies. Studies of this type appear necessary because 
Parliament has delegated to these agencies the power to 
interpret federal legislation in policy areas that affect 
provineial interests. 

One explanation of the absence of this kind of 
study in the literature is that the Canadian political 
system, like the Britian system, operates in an atmosphere 
of secrecy. As a result, many aspects of the decision- 
making process (the interaction between governments, 


bureaucracies, and pressure groups at the federal and 
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provincial levels) are difficult to study. Perhaps this 
explains, in part, the &ficiery of Canadian studies on 
governmental decision-making and interest group behaviour 
in Canada when compared to the quantity of American lit- 
erature written on the subject. Yet, it is increasingly 
Important, despite the difficulty in obtaining information, 
that these case studies be undertaken. A knowledge of the 
nature and the extent of consultation between provincial 
governments, provincial based interest groups, and the 
federal government and its regulatory agencies could do 
much to illuminate the nature of the decision-making 
process within the federal system. Indeed, studies that 
assess the effectiveness of the political actors of each 
region of Canada in articulating the demands of their: 
region at the federal level could lead to important in- 
sights into the policy-making process within the federal 
system. } 

Many of the areas of public policy that are ex- 
clusively within federal jurisdiction, such as monetary 
policy, transportation policy, and commercial policy 
(tariffs), have been and continue to be of particular con- 
cern to Western REL In addition, the power of the 
federal government to influence the level of economic 
development through monetary and fiscal measures and the 
ability of the federal government to regulate the export 


of natural resources such as wheat and oil has made 
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provincial politicians increasingly aware of the impact of 
federal policies on the economy of Western Canada. As a 
consequence, several of these policy areas (particularly 
the issue of transportation policy) have been raised for 
discussion by provincial Premiers at federal—provinesal 
Betemenceacu. Increasingly, provincial governments are 
demanding that there be consultation between the provinces 
and the federal’ government prior .to the enactment of 
federal policies that have a direct impact on the provinces. 
Pr ofA tien provincial Premiers from the threé Prairie 
Provinces have on several occasions referred to the in- 
frequent input of Western Canadian views into the formation 
of federal policy in areas of vital concern to the West, 
Papier resubtant feebing of ‘political valienation one 


seems to be prevalent in the West at this particular ¢imé.+7 


OBJECTIVE. OF THE DISSERTATION 

The objective of the dissertation is to examine 
the policy-making process within the Canadian federal system 
as it affects the Western eine oe oes Lim periicutar,, a 
attempt will be mek to examine a neglected aspect of the 
decision-making process -- the formulation of policy by 
the federal government in areas of federal Jurisdiction 
that have a direct impact on the provinces. It is possible 
to argue that every federal policy has an indirect impact 


on the economy of the provinces and on provincial 
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programmes, given the increasing interdependence between 
the two levels of government in the Canadian federal sys- 
tem. However, there are certain policy areas, such as 
monetary and fiscal policy, transportation policy, and 
commercial policy, that have come to be recognized by | 
provincial politicians as being of particular importance 
to Western Canada. 
The central thesis of the dissertation is that 
representations made by provincial political actors from 
Western Canada through traditional mechanisms within the 
political system, such as the presentation of briefs to 
Royal Commissions and to Parliamentary Committees and the 
discussion of issues by Western Canadian Members of 
Parliament in the House of Commons, have had little impact 
on the content of federal policy outputs in policy areas 
Nor particular concern to Western eee The failure 
of the political actors to have their views incorporated 
into the policy outputs of the federal government has re- 
sulted, over a period of time, in a growing reluctance on 
the part of the provincial governments to use the tradi- 
tional mechanisms within the political system to convey 
‘their views to the federal government. In addition, one 
finds indications of a feeling of alienaaien among the | 
political actors in Western Canada, reflected in demands 


that the views of Western Canada must receive more 
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aecommodation at the federal level. Recently, for example, 
provincial Premiers have raised specific policy issues 
within federal jurisdiction for discussion at federal- 
provincial conferences. Increasingly, the political actors 
in Western Canada are utilizing the federal-provincial 
conferences and engaging in direct consultations with 
federal officials in an-attempt to convey their views to 
the federal government in areas of public policy that are 
of particular concern to Western Canada. 

A secondary thesis is that the consultative 
mechanisms and procedures employed in the decision-making 
process in areas of federal jurisdiction vary considerably 
from the consultative procedures employed in the decision- 
making process in policy areas that are within provincial 
morredtrecron. “For pre in the past when the federal 
government has negotiated shared-cost programmes with 
provincial governments in areas of provincial jurisdiction, 
the federal government has discussed the policy proposal 
with the provincial governments at a federal-provincial 
conference or in a series of bi-lateral ai acussiens.- 
Many provincial politicians have argued, however, that the 
federal government did not engage in meaningful consulta- 
tions, but merely sought their approval for a particular 
programme after all the details had been finalized. The 
discussions between the provinces and the federal govern- 


ment concerning the introduction of Medicare is cited by 





many provincial politicians as being characteristic of 
the consultations between the two levels of AeA aaah ee 
However, in recent times, the federal government 

has become increasingly sensitive to the provincial demand 
that the federal government engage in meaningful consulta- 
mone) With the provinces’ prior to the introduction of 
shared-cost programmes in areas of provincial jurisdiction. 
The recent proposal of the federal government to use the 
federal spending power in areas of provincial jurisdiction 

with the approval Of the provinces-indicates that the 
federal government is Re eperee to engage in genuine con- 
sultations prior to the introduction of shared-cost 
Prosranmes. " | 

An attempt will be made to illustrate that the 

consultative mechanisms employed by the federal government 
in its discussions with the provinces in policy areas that 
are within federal jurisdiction do not in fact accommodate 
provincial views in the decision-making process. In the 
past, the federal government has relied on Royal Commis- 
sions, hearings before Parliamentary Committees and 
debates in the House of Commons to solicit the views of 
the Peerinees with regard to a particular federal policy. 
The federal government has not convened Poasiea pros et aul 
conferences to discuss federal policy initiatives, and has 


only engaged in "off the record" discussions with provincial 


ii : sit Pes ; ve 
Officials in an attempt to assess provincial. reaction. 





In short, the federal government has been extremely reluc~ 
tant to discuss proposed federal initiatives with the 
provinces in policy areas that are of direct concern to 
the provinces and has employed consultative mechanisms 

and procedures that limit the extent to which provincial 
perce inputs are injected into the decision-making 
process. In reality then, there. are two different modes 
of consultation between the provinces and the federal 
government in the formulation of policy within the federal 
Bysvem.-~ In areas of provincial jurisdiction, the consul- 
tations have been characterized by direct negotiations 
Detween federal and provincial politicians and On tea ae 
at federal-provincial conferences or in bi-lateral meetings. 
However, in areas of federal jurisdiction, negotiations 
between the provinces and the federal government have been 
characterized by the federal government's use of Royal 
Commissions, Parliamentary Committees, and debates in the 
House of Commons to determine provineial views. The 
federal government has been extremely reluctant to discuss 
federal initiatives directly with the provincial .govern- 
ments. Before delineating the objectives of the 
missertatrion in greater detail, it is necessary: to brierly 
trace the transformation of the Canadian federal system 
from classical te co-operative federalism and to relate 
the concept of co-operative federalism to the Canadian 


federal system. 
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THE DIMENSIONS OF CO-OPERATIVE 
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FEDERALISM 

“The gradual evolution from classical to co-operative 
federalism was not the result. of formal constitutional 
amendment. Rather, co-operative federalism was the product 
of a series of political, social and economic variables 
that produced similar developments in all federal aaa? 
Thus, the evolution towards the concept and practice of 
co-operative federalism was not a uniquely Canadian phen- 
omenon. D. V. Smiley notes that all federal systems are 
characterized by an interdependence between the two levels 
of government and by the importance of the relationships 
between the executives of the two levels of government in 
mete formation of policy. 

Numerous authors have attempted to delineate the 

Social, political, and economic variables that caused ‘the 
gradual transformation from classical to co-operative 
ee ane K, ©. Wheare attributed the change to four 
main factors: war, economic depression, the expansion of 
social services, and the mechanical revolution in trans- 
portation and communications .~* Summarizing recent trends 
and developments in federal systems, Wheare noted that, in 
the four federal systems he had studied, the national 
government had grown stronger at the expense of the 
regional governments. Regional governments have increased 


whe level and scope of their activities, and he concluded 
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that in the future there would be greater co-operation 
between the two levels of government in the formation and 
implementation of policy. Each level of government would 
no longer be completely independent of the other level of 
government. °? 
A. H. Birch observed that the transformation of 
the federal system could be attributed to three major 
developments: the financial dominance of the national 
government and the financial dependence of the regional 
governments upon federal payments, the attempts on the 
part. of national governments to eliminate regional economic 
disparities between the various constituent regions of the 
federal system through the expenditure of federal monies, 
aia the imcneasing (réle+of the jfederal «government “inc the 
provision of social welfare Sein aed Ta pba ch ss ibe w ; 
the impact of these developments raised serious doubts as 
wor che applicability ofeWheare s. classical definition of 
Federalism. syHe suggested that 9". -.v.,the definition of 
federalism should be recorded so as not to suggest that 
intergovernmental co-operation and grants are exceptions to 
the federal principle. . . ee) W. B. Graves noted that 
the growing interdependence Tee has come to characterize 
the relationship between the two levels of government in a 
political system was, in-part, a résult of the movement 


from an agricultural to an industrialized economy.“ 
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An examination of the literature written on 

Canadian federalism suggests that the following would ap- 

pear to be the most.important factors that encouraged 

the growing interdependence between the provinces and 

the federal government within the Canadian federal system. 

1. The- absence of “devices of adjustment" “ within 
the British North America Act necessitated that 
adjustments in the distribution of governmental 
powers and fiscal resources assigned to each 7 
level of government be accomplished through. the 
negotiation of co-operative measures between 
the provincial and federal sree wae ie e* 

2. The increasing intervention by both levels of 
government in the social and economic life of 
the nation resulted in a growing interdependence 
between the federal and provincial governments. 
With the increasing integration of the Canadian 
economy, both levels of government engaged in 
regulatory action that either directly impinged 
upon areas of jurisdiction that were the 
responsibility of the other level of government 
or had a direct impact on. the other level of 
eovernment.~? For,.example p.as the -Tederat 
government became increasingly involved in the 


general area of urban affairs, this automatically 


involved the federal government in areas of 
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provincial jurisdiction. As the federal govern- 
ment sp ae policies regulating the sale of 
natural resources, these federal policies had a 
direct impact on provincial policies relating to 
the development of natural resources. The use 
of fiscal policy as a means of regulating the 
bevel Of .economicvactivity necessitated inter- 
governmental consultation and eovara ination. -- 
The establishment of national programmes with 
nation-wide standards, particularly in the areas 
of health, education and welfare, saw the federal 
government enter areas of provincial jurisdiction 
through theuseofthe federal spending power and 
through the negotiation of specific shared-cost 
programmes with the provincial governments. As 
some provinces became increasingly dependent on 
the federal government as a source of revenue, 
the importance of co-operation and consultation 
between the two levels of government increased 
Significantly. D. V. Smiley commented on the 
impact of the federal spending power on the federal 
system in the following manner: 
In Canada as in other federations it has 
become increasingly common for the federal 
government to give financial support to 
activities within the legislative juris- 
diction of the regional administrations. 
Characteristically, those who receive such 


payments -- individuals, private associa- 
[2002 4 Local authorities and state or 
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provincial governments -- must meet 

the conditions of eligibility deter- 
mined by federal authorities. The 
widespread use of this device has per- 
mitted the federal government to 
involve itself in a large number of 
matters outside its jurisdiction. 

» « « The use of the spending power 
results in a situation where the 
sharing of the financial burdens and 
functional responsibilities between 

the federal and provincial governments 
is affected in many important matters 
by policy decisions of the federal 
authorities, acting either unilaterally 
or in collaboration with the provinces, 
without reference to the constitutional 
delineation of legislative powers under 
Sank Ys Givwe Oo Of tne Ben, AS Kot, 


CO-OPERATIVE FEDERALISM AND THE 
CANADIAN FEDERAL SYSTEM 

Since 1945, the term qucuneewee federalism has 
appeared with increasing regularity in writings on Canadian 
federalism. However, as D. V. Smiley has noted on several 
occasions, there is no general agreement in the literature 


pp 


on the precise meaning of the term. While recognizing 
that there are significant and important differences in 
the various definitions of "co~operative federalism", 
Smiley argues that the concept, as it has developed in 
Canada since 1945, has the following general characteristics: 
a) The chief devices by which continuous redistribution 
of powers, responsibilities and resources between 
the two levels of government is effected are proce- 
dures of continuous interaction between the federal 


and provincial governments rather than constitutional 
amendment or changing patterns of judicial review. 


A review of the literature written on the subject 


of co-operative federalism indicated general agreement with 
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Pnie-propositione. For example, E. Rv Black and A. C wea Lins 
noted that, since 1945; 
s « + the practical workings of the federal system 
in the post-war decades came to be decided more 
and more by politicians and administrators who 
shared a common interest in making the system work 
rather than in determining itg internal dividing 
lines. The result was an intertwining of the 
activities of ten (later eleven) gsovernments 
through co-operative arrangements which made the 
British North America Act a less and less accurate 
guide for the determination of, which government 
provided which service. .. .34 
Bora Laskin is of the opinion that political federalism 
has been dominant over legal federalism since 1945, and 
that politicians prefer to resolve federal-provincial dis- 
putes through negotiations and bargaining rather than 
resolving the issue through the judicial process.?° dees Corry 
exoressed the view that politicians. employed political 
processes rather than judicial review and formal constitu- 
tional amendment as the mechanism of adjustment within the 
federal system gives the system greater Pile xpbik tyeito 
meet changing demands and conditions. 
b) - + « Co-operative federalism embodies consulta~ 
tions between the provinces and the federal 
government prior to the latter committing itself 37 
to policies affecting provincial interests. ... 
This proposition states that the concept of co- 
operative federalism implies that consultation between 
the federal government and the provinces will occur prior 


to the initiation of federal policies that directly affect 


provincial interests. While most authors writing on the 
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subject of co-operative federalism agree that.one. of. the 
fundamental principles of co-operative federalism is that 
the federal government should consult with the provinces 
prior to: the enactment of legislation tact has ca drrect 
impact on the provinces, there is no general agreement as 
to the range of matters (areas Raiieaierton) where 
consultations between the provinces and the federal 
government should occur. In addition, there is no con~ 
sensus as to the nature of the consultations between the 
two levels of government. For example, does consultation 
mean that the federal government is obligated to modify 
its proposals after consulting with the provinces, or 
does it merely mean that the federal government should in- 
form the provinces of its proposed policy initiative? 
Furthermore, if provincial agreement is not forthcoming, 
there is no agreement as to the extent to which the federal 
government is obligated to consult with the provinces in 
an attempt to reach an agreement before proceeding with 
the programme. The federal government put forward a pro- 
posal at the Federal-Provincial Constitutional Conference 
in 1969 that would limit the use of the federal spending 
power in areas of provincial authority subject to the ap- 
proval of the Provinces of Ontario and Quebec, two of the 
Provinees of New Brunswick, Nova Scotia, and Newfoundland, 


and two of the Provinces of Manitoba, Saskatchewan, Alberta, 
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38 


and .pritish Columbia. Retdate, tne tarmuha, has not been 
Baceepied by the provincial governments. However, if such a 
formula is approved, it would establish some general guide- 
lines for the nature of consultations between the provinces 
and the federal government with ‘regard to certain areas Onn 
Pros copolLicya within proyineial jurisdiction, 

An additional question that wae not been clarified 
is whether consultations with the provinces and the federal 
Pevernment should take place before a bill has been intro- 
duced into the House of Commons or whether consultations 
should take place at the Committee stage when representa- 
tions are requested by the federal government on policy 


BIS. 


proposals. Such questions have been debated by the pro- 


vineces’ and the federal government on numerous occasions 


since 1960, 1° 


Lorde. Veeuioeariyinciad vand federal, = 
governments have not Bor eecned any apreement on these 
important eee 

It should be noted that co-operative federalism 
also places an obligation eae part of the provincial 
governments to consult with the federal government prior to 
enactment of legislation that would have an impact on the 
federal government. It is important to stress that co- 


operative federalism places an obligation on both levels 


of government to consult with each other. 


* 
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c) Co-operative federalism has come to involve inter- 
actions between the two levels of government in 
respect to the most fundamental aspects of public 
Dee ele Canaan awwe DO cCI se une Norms and -pro— 
cedures of federal~provincial relations include not 
only collaboration in specialized public functions 
but also the attempted articulation of policies in 
fiscal matters.and in ee ane ae fOr JeCOMOmMLG 
Sta uiy oy and SLOW EMetis aes - 

Co-operative federalism in the period from 1945 to 1960 was 
characterized | as a period of "programme 

Pearatoration" . @ Interaction between governments ona 

non-technical level were rare and the devising and imple- 

mentation of specific programmes were not related to broader 
federal-provincial issues and objectives. D. V. Smiley 


has described this particular period of Canadian federalism 


5) 


ot. WT 


Pemeacminastravive Or joint” federalism. Beginning in 
1960, however, federal-provincial relations have been in- 
creasingly dominated by discussions of broad issues of 
federal-provincial concern (division of tax sources and 


revenues, the co-ordination of fiscal policies at the 


federal and provincial level, and the revision of the 


constitution). 

d) Co-operative federalism envisages increasingly 
more institutionalized structures and, processes 
of intergovernmental relations. . . « 


Beginning in 1955, new governmental structures and agencies, 
designed to facilitate consultation and communication be- 
tween the Sfotinaes and the federal government, have emerged 
within the Canadian federal system. Since 1957, the fre- 


quency of federal~provincial conferences and meetings at the 
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Prime fonectertel” Ministerial, and Deputy Ministerial 
level have increased Pe een Both the federal 
government and three of the provincial governments 
(Ontario, Quebec, and Alberta) have created agencies and 
secretariats to facilitate eo anined consultation between 


the two levels of government. 


Cae 


Since 1960, the provinces have become increasingly 
Bware of the impact that federal initiatives have had on 
provincial policies and mores The provinces have 
been extremely aggressive in their demands for consulta- 
tions prior to the enactment of federal legislation in 
areas of provincial aeeien econ and in areas of federal 
foeisdiction- that have a direct impact on the provinces. 
One example serves to illustrate this point. In 1OGe pie 
Liberal government introduced legislation establishing a 
municipal loan fund and the Canada Pension Plan without 
prior consultations with the provinces. Ties response: of 
the provinces to each federal proposal was so negative that 
the federal government immediately called a federal- 
provincial conference and proceeded to negotiate changes 
PMacie ce tat ks Of the fe Srey eee oleae: there aso 
agreement as to the extent to which the federal government 
is obligated to consult with the provinces noy in what 


areas Of puvlic policy... While the provinces have demanded 
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Ghat they be consulted fs Pol rey wnat S within federal 
HUrisdiction, there has been no attempt bythe provinces 
to have the federal government consult with them prior to 
the introduction of a federal PaaeeL oe? Pies; Lesis 
recognized by the provinces that there are certain areas 
of federal jurisdiction where there cannot be consultation 
prior to the introduction of legislative proposals by the 
‘federal government. 

The former Premier of Quebec, Jean Lesage, articu- 
lated the demands of the provinces for greater consultation 
prior to the enactment of federal policy in his opening 


statement to the Rderal-Provineial Conference of July, 1965: 


moa  SOUnG practice Of Tederalism requires: that 
each government respect the jurisdiction of the 
other legislative authorities. In an era when 


interdependence is as pronounced as it is today, 
however, respect of mutual (legislative ) compe- 
tence is not the only condition for harmony 
between governments. Thus, even when legislating 
Piet totigewr oni Its. OWN 4Uuri sai cuion, each 
government should be concerned with the reper- 
Cusestens or its decisions on the other’s plans 

Bnd oOmmiie Orderly Colaucte Ol, che country Sait= 
Pairs J general, . kn our opinion, aA government 
Mayo Woo dO .exactly as it pleases Simply “because 

lap nes .6on) Sucioriby in @ Piven freld. “Instead, 
in the interests of administrative efficiency and 
the search for genuine solutions, it must see that 
its actions are compatible with those of the other 
legislative authorities, and do not infringe on 
their rights and" privileges. in short, ne 
legality of, an act. should. not be the onlytcriterion, 
Liss also vrmportanc Bie weigh its timeliness and 
repercussions. .».. .» 


Mr. Lesage specifically proposed that the federal govern- 


ment should consult the provinces. prior to the introduction 


t» 
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ef federal monetary, fiscal, tariff, and transportation 
policies. Permanent federal-provincial committees should 
be established to ensure that the provinces would be con- 


sulted prior to the introduction of particular federal 


ee 


policies, 

A similar position is well expressed by the 
Alberta Government in a position paper on Intergovernmental 
liaison. The report notes the absence of meaningful con- 
sultations between the provinces and the federal government 
Prior’to the-enactment of federal policy in-areas of pro- 
vineial jurisdiction: 


» « « With the developing fiscal, economic, and 
SOCiampGcomplexi ties eof sour “society it-is ,patently 
obvious that federal initiatives, and particularly 
initiatives which involve the spending power, are 
going to continue to affect Alberta in this era 

of interdependence. Alberta has raised its voice 
on many occasions against federal encroachment in 
provincial spheres of jurisdiction but the federal 
government has shown no inclination to amend its 
position. Moreover, it has clearly demonstrated 
in Federal~Provincial Grants and the Spending Power 
OigPartiameit, that iv, considens the use .of the 
spending power a legitimate exercise of its powers. 
PlpeGta Ss Major concern) in this: area is the ab- 
sence sofemeaningiul consultation with the federal 
government before initiatives are taken which 
directly affect provincial policies and programs. 
Post-announcement consultation is obviously of 

iit bhe avelue «6. die 


In reply to Quebec's demands, Prime Minister 
Pearson acknowledged the legitimacy of the provinces' de- 
mands for greater consultation. However, he reminded the 


Premiers that co-operative federalism placed a reciprocal 





age 


Sbiigeu.on.on the, part of the provincial governments to 
consult with the federal government before initiating 
moltcies thas could-have a direct, impact on federal policies 
and priorities: 


» « « We cannot: work together if the federal 
government attempts to encroach on provincial 
rights. Equally we cannot work together if 
pProvinoral~woltolec. are directed. to, the, erosion 
of federal jurisdiction and power. We have to 
proceed by the methods of co-operative federalism, 
by consultation and co-operation in all matters 
of mutual concern. Co-operative federalism is 
not a doetrine:that.puts all.the restraints on 
the federal government. It does not mean that 
the federal government should move only after 
consulting the Provinces while the Provinces 
accept no similar obligation on their side. Co- 
operative federalism does not mean that the 
burden of agreement rests only on the federal 
government while the Provinces make demands for 
the withdrawal of the federal government from 
established lines of action and responsibility. 


Emerging out of numerous federal-provincial dis- 
cussions during the 1960's was a recognition by the 
provinces and the federal government of the necessity for 
increased consultation and co-operation between the two 
levels of government. D. V. Smiley summarized the tenuous 
nature of the consensus that had emerged and noted the 
continuing areas of dispute between the provinces and the 
federal government when he wrote: 

. - » The traditions of co-operative federalism as 
these are now evolving preclude such unilateral 
‘federal initiatives. There is, however, no agree- 
ment about either the range of matters in respect 


to which consultation should take place or the cir- 
cumstances of these discussions. Without altering 
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the traditions of Canadian politics in a very 
fundamental way, co-operative federalism could 
not forestall a federal political party from 
Committing itself to initiatives in matters 
directly affecting the provinces. But there 

is as yet no clear tradition as to whether it 
igs more appropriate for a federal government 

to introduce into Parliament bills providing 
for activities in which the provinces are di- 
rectly concerned, with the assumption of course 
that provincial consultation will occur before 
the final parliamentary enactment, or whether 
it is more appropriate for the government to 
ask Parliament to ratify agreements previously 
reached with the provinces. There is also no 
agreement as yet about the range of matters on 
which federal-provincial consultations are ap- 
propriate not only in such matters as the 
marketing of agricultural products and industrial 
standards, where under the constitution both 
levels have responsibilities, but also in respect 
to other policies where no such obvious sharing 
exists but where the actions of one government 
clearly affect the others. . airs 


CLASSICAL vs CO-OPERATIVE FEDERALISM: 
A SUMMARY 

The concept of co-operative federalism, as it has 
evolved in Canada since World War II, can be differentiated 
from the classical concept of federalism in the following 
manner. The concept of co-operative federalism emphasized 
the interdependence rather than the independence of the 
two levels of government. The blending, mixing, and ulti- 
mately the sharing of areas of jurisdiction by both levels 
of government, a characteristic of co-operative federalism, 
is in sharp contrast with the sharp and clear-cut delinea- 
tion of federal and provincial powers envisaged in classical 


federalism. Since 1945, the number of federal-provincial 
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conferences convened to discuss matters of concern to both 
bevels of government; has increased significantly. (In ad- 
dition, numerous federal=provincial committees at the 
ministerial and the official level, designed to promote 
greater consultation and co-operation between the two levels 
of government, have been established. Since 1960, there has 
been greater consultation between the provinces and the 
Peederal Povermment pricr to the introduction of federal 
molicies ino areas ofjprovinecial jurisdiction. 

Co-operative federalism as it has evolved in Canada 
since 1960 has not been without its critics. For example, 
J. M. Leger reflected the views of many French Canadians 
when he noted that co-operative federalism as it had evolved 
in the 1960's was merely another attempt by the federal 
government to centralize the Canadian federal ee 
On the other hand, critics such as Mr. John Diefenbaker 
Saw co-operative federalism as practised by the Pearson 
Government as a potential threat to the federal Bao han 2 
In Mr. Diefenbaker's view, co-operative federalism would 
severely limit the powers of the federal government. 
Finally, the view was expressed on several occasions by 
provincial Premiers that the federal government recognized 
the need for consultation with the provinces in areas of 
mproviricd al\gurisdiction onlyto thenekientmtha tithe pro- 
vinees were informed of federal policy A ese With 


regard to federal policy initiatives in areas of federal 
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jurisdiction, the critics of co-operative federalism ob- 
served that the federal government did not engage in direct 
discussions with the provinces but attempted to assess 
provincial reaction through indirect means such as pro- 
vincial representations to parliamentary committees and 


briefs to Royal Commissions and task forces. 


REGIONALISM -- A DIMENSION OF 


CO-OPERATIVE FEDERALISM 





The existence of distinctive geographic regions 
within the Canadian political system has been recognized as 
a reality by almost every author who has written about the 
Canadian federal system. The Fathers of Gor ouer aes on were 
cognizant of the existence of distinctive geographic en- 
pertaining to the Senate were discussed at the Charlottetown 
and Quebec Conferences ein cael The acceptance of ‘the 
principle of “equal regional representation" as the basis 
of representation in the Senate gave formal recognition to 
the existence of four geographic regions within the Canadian 
federal system. In recent discussions between the provinces 
and the federal government with regard to constitutional 
reform, the existence of distinctive geographic entities 
has been recognized in the federal government's formula for 
limiting the use of the federal spending power and in the 


proposed formula for amending the British North America Act.°? 
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During. the’ 1960's, the subject of regionalism was - 
a topic of debate in both governmental and academic eee. 
For example, in 1966, the Institute of Public Administration 
of Canada selected regionalism as the topic of discussion 
for their annual conference... The Council of Resource 
Ministers examined the concept on several occasions during 
the 1960 va" During the same period, the governments of 
the Atlantic and the Prairie Provinces agreed to the 
establishment of the Prairie Eeonomic Council and the 
Aclantic Provinces" Economic Council. 

The Prairie Economic Council was established by 
the Premiers of Alberta, Saskatchewan, and Manitoba in 
October 1965. Since 1965, the Council has met on a regular 
Basis to “facilitate the exchange of information among the 
three Prairie Provinces. Among the topics discussed at the 
meetings have been freight rates, agricultural policy, 
post-secondary education, pollution, and industrial growth. 
While the initial meetings of the Council were designed to 
exchange information and views, recent meetings of the 
Council have seen the three provincial governments attempt 
to develop a common regional policy in their dealings with 
the federal government on such issues as tax reform, agri- 
cultural and transportation policy. 

In the 1960's the feasibility of the political 


union of the Maritime Provinces was examined by a special 
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commission established by the Governments of Nova Scotia, 
; ; Of ae 

New Brunswick and Prince Edward Island. i In May 1970, 

the University of Lethbridge sponsored a conference en- 


63. 


titled "One Prairie Province?". During the three day 
eomterence,. the economic, political.and sociological. as- 
pects of prairie union were examined. In short, regionalism, 
and the existence of regional interests that must be accom- 
modated within the federal system, have become important 
new dimensions of co-operative federalism. It should be 
noted, however, that provincial and regional interests ee 
not always coterminus. The existence of problems peculiar 
to one province, and the differing political affiliations 
of the governments in office in the various provinces, may 
deter the development of a unified regional .policy.. Recent 
events in Western Canada in particular suggest that the 
three prairie governments are making every effort to over- 


64 


come these obstacles. 

TRANSPORTATION POLICY AND THE NATIONAL 

PeANSPORPATION ACT.= A. CASE) STUDY 

An examination of the political history of Western 

Canada since 1896 reveals that policy matters in the general 

area of transportation have consistently occupied the at- 

tention of provincial governments and Members of Parliament 

from Western Ape eee In particular, the issue of freight 
66 


rates»has. been-of concern, to. Western, Canadian: politicians. 


While other issues have emerged for short periods of time, 
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no issue has been so protracted as the issue of freight 
rates. Western Canadian political leaders have consis- 
tently expressed the view that federal policy, establishing 
thersuidelines for thé setting of freight rates by the 
‘railways, has deliberately discriminated against Western 
Canada, and that the administrative agencies established 
to administer the federal policy have not taken into ac- 
count the views of the West in the implementation of 
federal me ea Thus, the issue of freight rates has 
Been va source of continued dissatisfaction tothe West 
for a prolonged period of time and can be considered 0 
be an issue of concern to all of Westone Carden: 

ieien poss toleel or raceothe (br irom tite origin, 
in the Royal Commission on Transportation of 1959, to its 
final enactment by Parliament in 1967. More importantly, 
it is possible to examine the input of provincial views 
at various stages in the policy-making process. The 
National Transportation Act was the culmination of ralclons 
period of review and analysis by the federal government 
Gralivraspects of transportation policy in Canada. 
Initially, the federal review began as an inquiry into the 
practices employed by the railways in establishing freight 
rates. The inquiry quickly expanded to include a general 
evaluation and assessment of Canada's national transporta- 
tion policy. The Report of the Royal Commission included 


specific recommendations for the revision of those federal 
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statutes governing the operation of railways in Canada, 
as well as a series of recommendations that were used by 
the federal government as guidelines for a general re- 
vision of Canada's transportation policy. 

The Royal Commission .on Transportation completed 
meso report in 1961; however, the Conservative government 
made no attempt to implement the recommendations of the 
Peport prion to ite defeat in 1963.°° With the change 
in government in 1963, the Pearson government began to 
prepare a bill incorporating many of the recommendations 
of the Royal Commission, and on September 1M) 5) eho 64.» the 
Honourable J. W. Pickersgill, Minister of Transport, 
introduced into the House of Commons for first reading 
Peli. C-120 —— An Act to“Amend -cthe Railway’ Act, the Trans- 
port Act,~“the GUNER WR aay Not . ands ito: Repeal’ the 
Gein =C. POR. Act. “The bill was given first) reading and 
sent to the Committee on Railways, Canals, and Telegraphs 
for study. The bill was studied in Committee for several 
weeks and the Committee prepared a report summarizing its 
hearings. The Report of the Committee was never debated 
in the House of Commons and the bill died on the order 
paper when a federal election was called for November 1965. 

The National Transportation Act of 1967 (Bill 
C-231) was introduced for first reading into the House 
of Commons by the Honourable J. W. Pickersgill on August 
29, 1966. The bill was given second reading on September 


8, 1966 and was referred to the Standing Committee on 
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Transportation and Communications, where it was studied 
by the Committee for a period of four months. The 
Committee received representations from all of the pro- 
vincial governments in Western Canada, as well as from 
Many pressure groups. The Report of the Committee was 
debated in the Committee of the Whole House in December 
1966 and in January 1967. During the debate, Western 
Members of Parliament expressed considerable concern over 
those provisions in the legislation that established 

the regulations for the setting of freight rates by the 
railways. The bill passed third reading on January 27, 
1967 and after a short debate in the Senate, was given 
Royal Assent on February 9, 1967. From this brief account 
of the events leading to the enactment of the Act, it igs 
evident that there were numerous opportunities for the 
input of Western Canadian views into the policy-making 
process. 

In an attempt to discover whether in fact there 
is a distinction between the modes of consultation between 
the provinces and the federal government in the formulation 
of policy in areas of provincial and federal JUrLSadi ction, 
and to assess the extent to which the political actors 
from Western Canada expressed a "regional" point of view, 
answers. to the following questions will be sought in en- 


suing chapters. 
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Has the issue of freight rates been a 


recurring issue in the history of Western 


Canada? If so, with what intensity and 


with what frequency? 

What channels of communication were utilized 
by. the.pelitical actors. in the three Prairie 
Provinces (oO articulate) their. views at, the 
federal -level when legislation establishing 
the criteria for the determination of freight 


rates was enacted? 


How effective were the political actors from 


Western Canada in articulating the position 
of Western Canada on the issue of freight 
rates? Has. the Act been amended or revised, 
either by formal legislative amendment or by 
decisions of the Canadian Transport Commis- 
sion, arising from an interpretation of. the 
Act, that accommodate the views expressed by 
the Prairie Provinces? 

There are several methods of assessing the 
effectiveness of Western Canadian political 
actors in articulating their views to the 
federal government. Perhaps the most obvious 
would .be -to..compare Ne demands of Western 


Canada with the provisions of the final 





Ne 


policy output. Such a comparison would 
give some indication as to the effective- 
Mess sot thes political actors =n 
articulating their views. A second method 
would be to assess the extent to inthe the 
Western Canadian political actors utilized 
various occasions to outline their views 

to the federal government. For example, 
did the provinces use every possible oc- 
casion and every channel of communication 
available to them? Finally, the effective~ 
en omoravee tern een political actors 
could be revealed by an assessment of the 
extent to which provincial governments 

and pressure groups prepared the necessary 
documentation to substantiate their position. 
Forsexamore, did: the provincial Premiers One 
Manitoba, Saskatchewan, and Alberta attach 
considerable importance to the issue of 
freight rates? Did the officials in each 
provincial government prepare documentation 
outlining provincial views on the issues of 
freight rates? Was there an attempt by 
Western Canadian politicians at the federal 
and provincial level to develop a common 
policy position in their discussions with 


the -federal officials? . An assessment of 
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these variables could produce .a reasonably 
accurate assessment of the effectiveness of 
Western Canadian political actors in arti- 
culating the views of Western Canada to the 
federal government. 

Is there a need to create a specialized 
structure designed to convey more directly 
and more persuasively the views of the 
provincial governments from Western Canada 
en policy issues that are of concern to the 
West? 

Is there any connection between the accept- 
ance or rejection of the viewpoints of the 
political actors from Western Canada by 

the federal government and the growing 
feeling of alienation in Western Canada -- 
the feeling that Western Canada has no 
meaningful input into the formation of 
policy at the national level? While it is 
recognized that it would be extremely dif- 
ficult to measure the strength of feelings 
of alienation among the political actors 

in Western Canada, and to establish a re- 
lationship between a feeling of alienation 
and the extent to which Western Canadian 


views are accommodated in federal policy 
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outputs, statements by politicians, 
government officials and representatives 
of pressure groups would provide infor- 
mation that could suggest a possible 
relationship. 

6. To what extent did the federal government 
consult with provincial governments and pres- 
Surevercups= prior We LHe=introduetion of -the 
National Transportation Act into the House 
of Commons? What channels of communication 
did the federal and provincial governments 
utilize during the course of their discussions? 
How did the methods of consultation employed 
by the federal government vary from. the methods 
employed by the federal government with Teva ru 
to proposed policy initiatives in areas of 
provineial jurisdiction? What variables 
influenced the extent of the consultations 
between the federal government and the Prairie 
Provinces? Did the federal government con- 
sult with one particular province to a 
greater extent than with the other provincial 


governments? If so, why did this occur? 


There has been considerable reaction in Western 


Canada since the enactment of the National Transportation 


Netr in 1967. For example, the provinees and the Canadian 
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Transport Commission engaged in a series of discussions 
leading to the development of costing regulations. The 
Thatcher government in Saskatchewan introduced a series of 
amendments in 1970 to the Mineral Taxation Act. These 
Be arene wert introduced in an attempt. to break. the dead- 
lock in negotiations between the Canadian Pacific Railway 
and Saskatchewan potash producers for lower freight rates 
on shipments of potash to Vareouver for export ithe amend- 
ments, if proclaimed, would have increased the level of 
taxation on the mineral rights on property owned by the 
Canadian Pacific Railway in eet ten ewany In December 1969, . 
Mr. Hu Harries, Member of Parliament for Edmonton- 
Strathcona, introduced a private member's bill in the House 
of Commons that would have amended the National Transporta— 
tion Act in such a way that long and short haul discrimination 
would have been outlawed. Beginning in 1970, a series of 
applications were received by the Canadian Transport 
Commission from various business groups in Western Canada 
requesting that specific freight rates levied by the rail- 
ways be disallowed. Many of these applications were sup- 
ported by the Governments of Alberta and Saskatchewan. 
Beginning in 1969, the issue of freight rates was 
raised for discussion by Western Canadian Premiers at the 
Constitutional Conferences. Emerging from these discus- 


Sions was a series of bi-lateral discussions between the 





federal government and each of the three prairie governments. 
In: addition, the Prairie Provinces utilized the meeting of 
the Prairie Economic Council to develop a common policy for 
future discussions with the federal government. Finally, 
Sowa result of the limited success of Western Canada in 
having its views accommodated in the final policy output, 
Western Canadian politicians are re-assessing their strategy 
fom future negotiations with the federal government. In 
brief, these are some of the developments arising from the 


enactment of the National Transportation Act. 
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thet CNR and’ the’ CPR. Westerners want no 
better freight rates than the rest of Canada, 
but we do demand fair and equal treatment. 
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“While there has been consultation after the presenta- 
tion of the budget, and general discussions on economic 
conditions prior to the introduction of the budget, the 
federal government has never discussed the details of the 
budget with the provinces before it was introduced into 

the House of Commons. At the Federal-Provincial Conference 
held in November 1971, Premier Blakeney of Saskatchewan 
questioned whether the provinces should not be consulted 
during the preparation of a-budget by the federal govern- 
ment. The proposal of Premier Davis of Ontario to establish 
a joint economic committee at the Prime Ministerial level 
further illustrates the desire of the provinces to have a 
policy input into the formulation of federal economic policy. 
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“This point will be explored in Sreaier detail in 
the concluding chapter of the dissertation. 
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664 detailed account of statements made by the Govern- 
ments of Manitoba, Saskatchewan, and Alberta, as well as 
By Western Members of Parliament, on the issue of freight 
rates is found in che kee Titof ‘cne gisgsertation. 














Detnctaded in Chapter Dl.of the dissertation will: be 
a detailed statement of Western Canadian demands on the 
Subject of freight rates as expressed in the House of 
Commons, at Federal-Provincial Conferences, and at the 
hearings of various Royal Commissions. 


O8nne Diefenbaker government did prepare a draft bill 
that implemented many of the recommendations of the Royal 
Commission. The bill was never discussed in Cabinet. 

This point was confirmed by Mr. A. V. Mauro in an interview 
in Toronto on September 30, 1971. 





CHAPTER IL 


WESTERN CANADIAN ALTENATION 


A feeling of political and economic isolation 
has been a recurrent theme in the political history of 
Western Canada.! This feeling has been characterized in 
recent times by the press and by politicians as an impor- 
Gant dimension of the phenomenon that has come to be 
known as Western Canadian Alienation. Newspaper articles 
and editorials on the subject have appeared with in- | 
ereased regularity and many federal and provincial 
politicians from Western Canada have expressed concern at 
the increasing feeling of discontent prevalent in the 
West at this particular ie For example, Senator 
Donald Cameron of Alberta, speaking in the Senate in 
January 1970, expressed the view that the feelings of dis- 
satisfaction and injustice currently prevalent in Western 
Canada are more serious than the wave of discontent that 
swept the prairies in the 1920's and 1930's. 

While the secession of Western Canada would not 
appear to be a real possibility at this time, several 
pressure groups in Western Canada have commissioned studies 


to determine the economic implications of secession from 


the federation. The Alberta Federation of Agriculture, 
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at their annual meeting in January 1970, unanimously 
approved a "study of the economies of an independent 
Western Canadas? At‘its annual convention in the fall 

of 1969, the eae bacon Wan Wheat Pool passed a resolution 
eine for "the consideration ef secession if. the federal 
government does not give due consideration to the problems 
of Western Canada". In January 1970, a group of business- 
men from the three Prairie Provinces formed an organization 
called the Midcan Businessmen's Association designed "to 
‘develop and advocate policies which will bring about 

faster growth in the Westen These recent discussions are 
only variations on a theme which has been recurrent in 


Western Canada since the region was developed. 


WESTERN CANADIAN ALIENATION 

A review of the literature written on Western 
Canadian politics reveals that the phenomenon of Western 
Canadian Alienation cannot be documented with precision. 
There are, however, numerous articles that offer possible 
Peees a5 to its ofigin, and it is possible to isolate several 
political and economic variables that may be said to lie at | 
the root of this feeling of discontent. For example, W. L. 
Morton has observed that Western Canadians quickly developed a 


Strong feeling of regional identity and an acute awareness 
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of the problems peculiar to Western eeooe ase In Morton's 
view, the demand for provincial status in Western Canada 
between 1870 and 1905 symbolized the West's desire for 
political equality with the other regions of Canada. The 
‘agrarian revolt in the 1920's and. the rise of the Progres- 
sive Party symbolized Western Canada's opposition to 
national economic policies and to the Canadian party system. 
C. B. Macpherson, in his explanation of the emer- 

gence of a "quasi~party" system in Alberta, identified the 
"quasi-colonial" economy of Western Canada, the homogeneity 
of the population, and the "non-party tradition" of the 
West as factors that differentiated Western Canada as a 
distinct and separate entity from the other regions of 
Penada.” Perhaps the most recent and most comprehensive 
statement delineating the various dimensions of the 
phenomenon known as Western Canadian Alienation was pre- 
sented by Premier Strom in his opening statement to the 
Constitutional Conference of February 19600 The essence 
of Premier Strom's remarks can be summarized in the 
following paragraphs: 

We must recognize the deep feelings of alienation 

and inequality of treatment that are felt by 

regional groups in Canada which are neither of 

French extraction, French-speaking, or resident 

in the Province of Quebec. These feelings may 

not be cultural in nature, but would prove to be 

just as dangerous to Confederation as friction 

between the English and French cultures. 


The causes of these and other discontents are 
of such nature that they may not be readily 
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remedied by constitutional reforms, but may re- 
quire actions on the part of Parliament and 
provincial legislatures of a substantially dif- 
ferent nature. .. . 

Let me say that it would be a tragic and profound 
mistake on the part of either the politicians, or 
the press, or the general public of Central Canada 
to underestimate or dismiss out of hand the pro- 
found dissatisfaction which does exist among many 
people in Western Canada. There is a real lack 
of understanding and appreciation of our regional 
interests and problems and aspirations in other 
parts of this country.. We deeply resent the pic- 
ture which is often painted of the West_in the 
minds of the people of Central Canada. 


Premier Schreyer of Manitoba, in a recent news- 
paper interview, expressed sentiments similar to those of 


Premier Strom. “Inm~part, he’ said: 


There is a growing feeling -- well, maybe aliena-~ 
tien is too strong a word -- that the West as a 
region is not receiving the attention of the 
federal government that it deserves -- to put it 


enocner wayy) that iteis receiving Less of the 

attention of the federal government than is 

Quebec. 12 

Premier Ross Thatcher of Saskatchewan, in his 

opening remarks to the Constitutional Conference of 
December 1969, strongly attacked the federal government's 
failure to deal with the problems faced by Western Canada 
and suggested that the federal government was assigning 
too high a priority to constitutional reform and to the 
accommodation of the demands of Quebec. In part, he said: 

The government of Saskatchewan comes to this Con- 

ference somewhat in a spirit of impatience because 

we continue to believe, as we have believed at 


other conferences, that there are problems facing 
our people which have a far higher priority than 
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Constitutional sreform. = + |. 

Nowe nemust tell?’this group of Federal and Pro- 
vincial leaders that the West is facing an 
economic crisis which unless alleviated will soon 
affect every part of Canada. 

imuemy part @of°the nation these problems ‘are caus- 
ing frustration and even despair. Yet on Parliament 
Hill ‘we serisée “a kind of “attitude, a feeling, if 
the country waits long enough the problems of the 
West may go away. 

Mrs Prime Minister, at conference after conference 
we have talked about the difficulties and problems 
of Quebec. Today we have done so again. 
Repeatedly year after year we have discussed the 
financial shortcomings of the Maritimes. I do not 
in any way deny that those matters are important 
but when will there be a conference to discuss with 
equal seriousness the problems of Western Canada? 
fea now en lalarmiat and I am certainly «not 4. 
separatist but permit me to say this great area 

of Canada cannot indefinitely be ignored. 


Tori hiuetrate ne recurring nature of this feel- 
ing of political and economic isolation in the political 
history of Western Canada, a series of quotations have 
been selected from the speeches made by Members of Parlia- 
ment from Western Garage mothe 1920's. The -similarity of 
the content of these speeches with the content of the 
speeches in the 1970's is striking. Speaking in the House 
of Commons on May 16% 1923, Mr. D. Kellner, Progressive 
Member of Parliament for Edmonton West, commented on the 
mood of Western Canada in similar terms to those used by 
Premier Strom almost fifty years later: 

Isthinkitthere: is ie. spimittiiabroad arsthe: Weet oe 
day that will not be much longer denied. When 
we see the transportation companies and the 
elevator companies exploiting us from coast to 


coast in weights, in grades, in transportation 
Yates, it is only natural that we should feel 
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just a little bit strong on some of these ques- 
tions...We cannot. be intimidated, either by 
being told that we do not know what we are talk- 
ing about; the dissatisfaction which prevails in 
the West will, I am sure, never die out unless 
times are made: much better... . .. In conclusion, 
IT think it would be wise, if this country wishes 
tor avoids internal strife, that.more attention be 
paid to the demands which come from the West. 
The representations made should not lightly be 
passed by; we should pot be merely told it is 
our own fault... .t* 


On May 31, 1922, Mr. A. W. Neill, Liberal Member 
of Parliament for Comox-Alberni, spoke of the feelings of 
inequality prevalent in Western Canada at that time and 
observed that it was extremely difficult for a Western 


Member of Parliament on the government side of the House 


to explain the actions of the federal government. In part, 


he said: 


» « « We are, however, feeling that we are being 
discriminated against in\favour of the more popu- 
lous or more represented portions of Canada. I 
do riot chuckle over this as my honorable friends 
to my right. The reason I do not chuckle is that 
I have to go home and explain to my constituents 
why I support_a government which does all these 
tigjage; 3... ..4 


The possibility of the secession of Western Canada 


from Confederation was raised by Mr. J. lL. Shaw, Independent 


Member of Parliament for Calgary West. Speaking in the 
House of Commons on April 30, 1925, he noted: 


As a Canadian I have always objected to and will 
continue to protest against the suggestion of 
secession in this country. In Western Canada, 
there are, from time to time, suggestions of 
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that kind, and I think they should be frowned 
upon, not only because they are impossible of 
accomplishment but also because the last state 
would be worse than. the first. .. . We require 


the closest studentship into the great economic 
difficulties that surround us if we hope ulti- 


mately to secure unity, and after all, political 
unity can be based only upon economic solidarity. 


Thus, it can be seen that feelings of political 
and economic inequality, characterized in recent times as 
dimensions of Western Canadian Alienation, are firmly 


rooted in the political history of Western Canada. 


ECONOMIC DIMENSIONS 

Anvenelyeis of the literature documenting the 
meacorical and political development of Western Canada 
reveals that there are certain recurring economic dimen- 
Prone .of Western Canadian Alienation that can be isolated 
for Peay“ The incidence of national economic policies 
on the economy of Western Canada and the issues of freight 
rates and tariffs are the economic dimensions of Western 
Canadian Alienation that are cited most often by Western 
Canadian chsh ens Each dimension will be considered 
separately, and an attempt will be made to illustrate, by 
reference to statements of Western Canadian politicians 
on various occasions since 1920, that the views expressed 


have not varied significantly over time. 
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THE INCIDENCE OF NATIONAL POLICIES 

A recurring dimension of Western Canadian iene 
tion has been the unequal incidence of national economic 
policies on Western Canada. The major federal policies 
isolated for particular criticism by Western Canadian 
politicians have been in policy areas such as monetary and 
fiscal policy, trade policy, transportation policy, and 
resource development noWlage: 4 

He Avelnnie has noted that one of the truisms: of 
Canadian economic history is that the major economic 
policies of the federal government, in the immediate post- 
Confederation period, were designed to benefit Eastern 
Canadian financial interests at the expense of Western 


Canada.~° C. B. Macpherson, documenting the 


" 5 


quasi- 
Pemomial” nature of the economy of Western Canada, observed 
that federal policies designed to populate and develop the 
Prairie Provinces were of direct benefit to the financial 
interests of Eastern whe 
In a brief submitted in 1938 to the Royal Com- 

mecsion on Dee roel st pew ene a the Government 
of Saskatchewan noted the heavy burden of national economic 
policies on the economy of Saskatchewan. In part, the 
brief read: 

There has been no hesitation in expressing the 


opinion that certain national policies bear so 
hard upon the economic life of the province as 





ia 
to make a satisfactory development very diffi- 
Oe ee enone LMNOes OD Lies. .. a 
. The Report of the Royal Commission on Dominion- 

Provincial Relations summarized the impact of national 
economic policies on Western Canada, and in doing so re- 
vealed many of the long-standing grievances of Western 
Canada. In part, the Report read: 

In our public hearings. the incidence of various 

federal policies on certain provinces and regions 

were discussed at length. In particular, it was 

argued that the customs tariff bore with excep- 

tional severity on the four Western Provinces. 

mesg uta. tne “Tederal monetary policy after 1931 

had seriously injured the Prairie region; that 

the freight rate structure (initially the respons- 

ibility of the Dominion Parliament) discriminated 

against the Western Provinces and especially 

Alberta. . 24 

The Commissioners concluded that it was extremely 

difficult, if not impossible, to measure the benefits and 
the disadvantages flowing to each region of Canada from 
every federal policy when each federal policy was con- 
Sidered in isolation. They did, however, agree, on the 
basis of the information gathered by the Commission, that 
", . . federal policies considered as a whole have tended 
to benefit certain regions more than others. . . ei 
The Economic Council of Canada, in its annual report is- 
sued in September 1968, examined the regional aspects of 
federal economic aot esis Oe Ini particular, federal 
Hionetary policy,.fiscal policy, tariff.policy,.and trans- 


portation policy were reviewed. The Council summarized 


its findings by noting: 





oo 


wo. the unavoladgvrie impression that fae: from 

our review of federal economic policies is that 

they have exerted a pervasive but inconsistent im- 

HeCe Upon the various resional economics. -. . .¢/ 
meets interesting to note that the conclusions.of the two 
reports are similar, even though the report of the Economic 
Peuncil was written thirty years after the Report of the 
.Royal Commission on Dominion-Provincial Relations. In 
short, it would Raves that Western Canada has not always 
enjoyed the benefit of national economic Policies: ano thaw 
the unequal regional incidence of national policies continues 
to be an issue of concern to Western Canadians. 

Beginning in the late 1960's, Western Canadian 


-f? 


politicians have again referred to the negative impact of 
national policies on the economy of Western ween 
Premier Strom, in his speech to the Constitutional Confer- 
ence of February 1969, outlined several policy areas where 
federal policies were having a harmful effect on Western 
Canada. Specific policy areas isolated for particular at- 
tention were federal trade policies that, in the past, had 
been oriented to the Atlantic Community rather than to 
eee racitic Community, the National 011 Policy that re- 
stricts the flow of Alberta oil beyond the Ottawa Valley, 
and federal monetary and fiscal policy that fails to recog- 
nize the uniqueness of the Western Canadian economic 
situation and fails to encourage the diffusion of capital 
2 | 


mather thar ites concentration in Eastern Canada. Premier 
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mreewtener, at the Constitutional Conference of December 196°, 
attacked the Poaeras government's White Paper on Taxation 
and accused the federal government of attempting to restrict 
the economic development of the West by proposing tax 
changes that could result in a decline in the industrial 


30 


development of Western Canada. Ly addi. tien,;-tall three 

of the Western Canadian Premiers have raised, on several 
occasions over the past two years, the traditional and 
long-standing issues of freight rates and tariffs as examples 
of federal policies that discriminate against Western 

Canada. 

Ue Asper, header of the Liberal Party in Mani- 
toba and a recognized tax expert, studied the impact of 
federal policies in areas such as freight rates, monetary 
policy, tariffs, immigration, oil, and wheat over the past 
one hundred years and concluded that these policies have 
had a negative impact on the economy of Western Canada.?* 
In Asper's view, these federal policies have significantly 
contributed to the present regional economic imbalance that 
exists between Eastern and Western Canada and to the feel- 
ing of discontent that is prevalent in Western Canada at 


aim 


fais particular: time. 


TARIFFS 
The issue of tariffs has been a long-standing 


| 4 
grievance articulated by Western dahnasneny: Western 
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Canadian politicians have taken the position that the 
tariff policy of the federal government has protected the 
manufacturing interests of Eastern Canada at the expense 

of the agricultural and resource industries of ae ern 
Canada. Most authors writing on the political and economic 
Miscory of Western Canada agree that the question of 


tariffs has been a contentious issue in Western Canada 


Siu 


for a prolonged period of time. . B. Macpherson noted 


cat : 


The protective tariff has been the fundamental 
federal imposition by which they [Western 
Canadian farmers] have seen themselves victin- 
ized. aes Nnaveenever Deen ableetottouchrit:. 


e e ao 
A review of the speeches delivered by Western 


Canadian Members of Parliament in the 1920's reveals that 


oi 


the issue of the tariff was raised on numerous occasions. 
Perhaps’ the most outspoken critic’ of the tariff was the 
Honourable T. A. Crerar. Speaking during the Debate on 
the Speech from the Throne opening the first session of 
Parliament in 1922, he noted: 


The tariff should be revised downward and downward 
very considerably. During the election there were 
those who said that I stood for absolute free 
trade, and that if the Progressive Party came into 
power the tariff would be swept away over night. 
That proposal has never been made anywhere at any 
time by any member of the Progressive Party. I am 
convinced that the principle of protection is not 
suited as.a fiscal policy) forminasecounltyy,, and 
this country will never develop as it should deve- 
lop as long as protection is embedded as the 
Suidins principle of cur-fiecal, poltey-7 Il. recognize 
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that it is and will be necessary for a consid-~ 
erable time to raise revenue by customs duties; 
but a tariff based upon the principle of revenue 
and the needs of; revenue is an altogether dif- 
ferent thing. from a tariff based upon the 
principle of protection, and I earnestly hope 
the Government, when they come to present to 
Parliament their concrete proposals in respect 
fo) thes fiscal. polieysof-this-country,::will «be 
guided by the former principle. 38 


Phe sGovermment, of, Saskatchewan, In its brief.to 
the Royal Commission on Dominion-Provincial Relations 
expressed views that summarized the position of Western 
Canada on the tariff question. In part, the brief read: 


We do not propose in this submission to re-state 
the weighty economic arguments against a protec- 
tive tariff nor-are we here concerned to refute 
the more doubtful allegation that the imposition 
of a protective tariff may, under certain: condi- 
tions, and in the long run, be in harmony with 
some broadly conceived national interest. Rather, 
in this submission, we are concerned to show that 
in times of prosperity and in times of depression 
alike, the dead-weight burden of the tariff bears 
more heav fety upon Saskatchewan than wpon any 
Other province of the Dominion. The nature of 
our economy, characterized as it is by intensive 
specialization in the production of an export 
staple and by the absence of secondary industries, 
makes this inevitable. The position of Saskatche- 
wan in the Canadian Federation suggests that of 
Tasmania in.the Australian, in which case it was 
declared "that the high protective tariff was an 
unmixed burden with very little compensating 
benefit”. 


Speaking at the Constitutional Conferences of 
February and December 1969, Premiers Strom and Bennett 
beferred to.the, negative impact of the tariff om-the eco- 


: . 0 ; : 
nomic development of Western te in Premier Strom’s 
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view, the tariff symbolized the economic imbalance of 
Confederation. een vee Bennett restated the traditional 
position of Western Canadian politicians on the issue by 
noting that British Columbia received no benefits from 
the national policy on: tariffs: when:-British Columbia 


sells its products on world a geen 


FREIGHT RATES 

The issue of freight rates has been a contentious 
political issue in Western Canada for a prolonged period 
of time. Western Canadian politicians have consistently 
taken the position that discriminatory freight rates have 
restricted the level of economic development in Western 
Canada. The leading spokesman from Western Canada on 
the issue of freight rates in recent times was Premier 
Ross Thatcher of Saskatchewan. At two Federal-Provincial 
Conferences in 1969, Premier Thatcher Severely attacked 
the federal government for their failure to regulate the 
activities of the railways with regard to the establish- 
ment of freight ipa Premier Thatcher was supported 


ne) 


on this issue by Premiers Bennett and Strom. In 


February 1969, Premier Strom proposed the Créavionnot a 
commission on tariffs and freight rates to examine Western 


Wh 


problems and to recommend possible solutions. 
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A recurring grievance of Western Canada has been 
the aes on the part of Western Canadian politicians, 
at both the federal and provincial levels, that Western 
Canada does not possess a strong and effective voice at 
the federal level to articulate the views of Western 
Canada on issues that are of vital concern to the eee 
A review of recent articles revealed this feeling of pol- 
itical impotence in recurring phrases such as: "The West 
is not being heard in Ottawa"; "There is a need for a 


ate th 


strong voice in Ottawa from the West"; and "Western 
Canada is not understood in bitawareae 

W. L. Morton has written that Western Canadians 
became acutely aware of their political impotence at the 
meceral ievel ata very early Stage in: the’ political’ dev- 
elopment of Western eanana 2s In Morton's view, the 
Piereence Of the Progressive Party in the 1920's was a 
manifestation of the feeling of political impotence and a 
reaction against both the quality and the quantity of 
representation from Western Canada in the House of Commons 
and the Cabarete The dominance of the party caucus re- 
sulted in Members of Parliament sacrificing regional 
interests for the sake of party cohesion. Increasingly, 


both the Liberal and Conservative Parties came to be 


viewed by Western Canadians as parties controlled by 
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majorities from Central Cone Neither party provided 
phe vehicle for the articulation of Western Canadian views 
at the federal level. Thus, the emergence of the Progres- 
Sive Party symbolized, in Morton's words, "a revolt 
against the concept of Canadian political Prat ioe 
Both C. B. Macpherson and V. C. Fowke have ex- 
pressed the view that one should not interpret the 
concessions that the agrarian pressure groups and the 
Progressive Party were able to extract from the federal 
eovermment as concrete evidence of the ability of Western 
Canadian politicians or pressure groups to influence the 
decision-making process at the federal level.» Va. LP OWKEe 
noted that any of the concessions that were achieved, 
euch as the regulation of the grain trade,. the restoration 
of the Crow's Nest Pass Rates on grain, the completion of 
the Hudson Bay Railway and the increase in the number of 
branch lines in Western Canada, fee te eat ore that the 
federal government was required to make in the interests 


OV 


of Eastern capital. The National Policy of protective 


tariffs was abandoned in Fowke's view: 


ee, hoc Decause- of ‘any waxins of aprarian 
political strength, but because the National 
Pole yenaoebye that timers = «ae tultitied) tne 


Purposes ofthe: Dominion," in erfecty to 
establish on the prairies a new agricultural 
frontier attached economically to the central 
(apatoat sole glotatse Weatemare ye 


Fowke concluded that the Canadian farmers’ political power 
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eee Varied in proportion to the contribution which 
agriculture could make . . . to the cause of commerce, 


finance, and industry, rather than in proportion to 


pe: 


Barmers numbers «and their state of organization. 
Phe Report of the Royal Commission on Dominion- 
Provincial Relations expressed similar views to those of 
Macpherson when it noted that it was possible in a federal 
system for certain regions of the country to feel that they 
were unable to participate in the feet rae ie process 


at the federal level and thus unable to influence the con- 
ert of federal policy.” Should such a situation arise, 
the Commissioners concluded that the eeeeecins ete 

that region of the country would articulate their grievances 
at the provincial rather than at the federal level. In 


Mart, the Report read: 


Beemer nSelive Ore wnetr inability to influence 
federal policy directly may easily divert the 
eleevors’ tO use the provincial feld to orga- 
nize their discontent with federal policy, and 
thus a policy, constitutionally within the dis- 
cretion of the federal Parliament and presumably 
designed in the national interest, may become 
the occasion for serious friction between the 
Dominion and a province, and may thus tend to 
weaken the bonds of national unity rather than 
strengthen them. The necessity of carefully 
estimating the consequences, both economic and 
political, of federal policy is an obvious les- 
som to be drawn trom “the survey vor nes and 
financial developments since 1867. ....2 


C. B. Macpherson, in his attempts to explain the 


presence of a "non-party tradition" in Western Canadian 
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politics, observed that political parties at the provincial 
level perform a unique function -- the articulation of 


een 


provincial demands at the federal leve This unique - 
function, a direct response to the "quasi-colonial" eco- 
nomic and political relationship that existed between the 
Western Canadian provinces and the federal government, was 


performed more effectively by political parties that were 


independent of the two national parties. The governmental 
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party was, in Macpherson's view, "an offensive weapon" 
used to oppose federal legislation that would have a harm- 
ful effect on Western Canada. These developments are 
manifestations of the feelings of political and economic 
isolation prea nent in Western Canada. 

Further support for Macpherson's views are found 
in an article by Stephen Muller. Muller has characterized 
the Canadian party system as having two distinct levels 
-- a national and a provincial Lever )2? He contends that 
there is a relationship between the continuance of a re- 
latively stable two-party system at the national level and 
the emergence of minor or splinter parties at the provincial 
Bevel, in that political parties, within’ the provincial 
Party system, act as a safety valve for the expression of 
regional i adarea ies In many instances, the party in 
power at the provincial level may come into comeliot with 


the federal government on various policy matters. Thus, 
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the balancing of centripetal and centrifugal forces with- 
in the Canadian ey casey system is institutionalized in 
the interplay and the bargaining that occurs between the 
Bao Levels of the party system. 

Denis Smith has criticized the view that politi- 
cal parties at the provincial level provide opposition 
mo tne federal government in Sean oe While Smith agrees 
that politicians at the provincial level have on oc- 
'¢asions criticized federal government policy, he does 
not believe that any real or effective opposition comes 
from the provinces.. In Smith's view, the politicians at 
eee recderal level are preoccupied with Bolicy matters Or 
a different nature than those performed by provincial 
Matidans':°° 

With the transformation of the federal system 
‘from classical to co-operative federalism, the importance 
of consultation between the two levels of government in 
the formation of policy in areas that are exclusively 
meceral or provincial has increased significantly. Thus 
meme role of the governmental party as a epekecnen for 
provincial interests would seem to be enhanced. This 
would lend support to Macpherson's views that the bar- 
gaining and interplay between the two levels of the 
party system are of We tene ee importance in any assess-~ 


ment of the decision-making process within the Canadian 






i 7 i i sop iady . 


_ “‘otbeney? Teh ae 


ie 
ss AT cers, 7 


e 
2 





65 


federal system. 


dies lLesenenuss ac tie. Constitutional, Conferences 
in 1968 and 1969, all the Western Premiers noted the ab- 
sence of consultations between the provinces and the 


federal government in the formulation of policy in areas 


eeereaceral jurisdiction that are of concern to the reas 


In addition, concern was expressed over the unwillingness 
of the federal government to accommodate the views ex- 
pressed by politicians and pressure groups from Western 
Canada. Premier Strom summarized the views of the West 
on this matter when he said: 


ITwhave already alluded .to the fact that 
much federal legislation in areas where the 
West has vital concerns is formulated with- 
out-any real consultation with us. Because 
of the proximity of provincial governments 
mamcentral Canada to the National capital, 
they sometimes appear much more influential 
than ourselves in securing Federal legisla- 
tion favorable to their requirements and 
often unfavorable to our requirements. 

We would consequently ask that greater 
consultation take place between the Federal 
Government and Governments of Western 
Canada on the issues in which they are 
Vitallyseatitected. 

We need and desire more equitable re- 
presentation on Federal Government Boards, 
Commissions, task forces, and so on, 

Even this will not bring us positive 
returns unless there is also an effort on 
the part of the Federal Government to 
consult with us much more readily than it 
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Thus, it would Sineae that the various grievances that 
collectively constitute the political dimension of 
Western Canadian Alienation in 1970 do not vary signifi- 
eantly from the grievances articulated by Western 
Ganadian politicians in the 1920's. A feeling of poli- 
tical impotence and the belief that Western Canada does 
not have effective political power at the federal level 
continues to influence the thoughts of Western Canadian 


ei ticians.°° 


CONCLUSION 

Aereel ine of economic and political: isolation 
from the other regions of Canada, and the demand for 
economic and political equality, has been a recurring 
theme in the political history of Western Canada. 
These feelings, characterized in the 1970's as Western 
Canadian Alienation, can be seen as having both a politi- 
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cal and an economic dimension. It is necessary, 
however, to look beyond the outward visible manifesta- 
tions of this phenomenon -- the articulation of the 
traditional and long-standing grievances by Noster 
Canadians and the formation of splinter groups in Western 
Canada advocating secession from Confederation -- and 
examine its underlying and basic causes. This feeling. 


of discontent appears to be a direct result of the ab- 


sence of effective channels of communication within the 
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Canadian political system for the expression of Western 
Canadian views at the federal level. Therefore, what 
Western Canadians are demanding in reality are basic 
reforms in the functioning of. the political system to 


ervye them effective political power at; the federal level. 





FOOTNOTES 


The Agrarian Revolt in Western Canada (Minneapolis: 
University of Minnesota Press, 1948); and c. B. 
Macpherson, Democracy in Alberta (Toronto: University 
@ Toronto Press, 1953). 

A book edited by David P. Gagan entitled 
Prairie Perspectives offers some interesting clues as 
to the possible origins of Western Canadian Alienation. 
Mina series of articles by G. F. G. Stanley, Denis 
Smith, and John Rea, each author attempts to outline 
characteristics of the Western Canadian society that 
differentiates it from other regions. For example, 
Seer. G. stanley, in-an article entitled “The Western 
Canadian Mystique", traces the development of a sense or 
spirit of community within Western Canada that clearly 
differentiates it from the other regions of Canada. In 
his search for the common theme that has dominated the 
political history of Western Canada, Stanley notes the 
repeated protests against the semi-colonial domination 
of the West by Eastern financial interests as one recurr- 
mie phenomenon. Denis Smith, in his article, noted that 
ethnic, geographic, and economic variables have contri- 
buted to a distinct Western Canadian identity. What 
differentiates Western Canada from the other regions in 
his view is that Western Canada wanted to be "a region 
like the others", and view the federal government not as 
a distant and foreign government but as its own govern- 
ment. John Rea attempts to apply the “Hartzian Model" 
to Western Canadian society in an attempt to explain its 
Meique characteristics... David P. Gagan (ed.), Prairie 
Perspectives (Toronto: Holt, Rinehart and Winston, 1970). 

W. L. Morton, in an article entitled "The Bias 
Of Prairie Politics", traces the history of Western Canada 
through three distinct stages -- colonial subordination, 
agrarian revolt, and political and economic utopianism. 
Morton notes the existence of a distinctive society in 
Western Canada that can be differentiated from the rest 
Meamconada,:  W. lL. Morton, "The Biasvol Prairie Polizacs 4 
in D. Swainson (ed.), Historical Essays on the Prairie 


Provinces (Toronto: McClelland and Stewart, 1970); 


pp. 289-300. 
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“These articles refer to the feeling of political 
and economic inequality in Western Canada and are- seen 
as important dimensions of the phenomenon that has come 
to be known as Western Canadian Alienation. 


Por a report of Senator Cameron's speech, see 
The Toronto Star, January 30, 1970. 


ror a report of the meeting, see The Caleary Herald, 
menuary 10, 1970. 


winnipeg Free Preseyeuanuary jl, 2970. 
6c1lobe and Maad 4 January 235. 197.0: 


one OE the difficulties: in attempting Fo -ecocument 
the historical roots of Western Canadian PAN ena GLO Mas 
well as its various dimensions, is that the literature 
on Western Canadian politics does not refer specifically 
to Western Canadian Alienation. They refer to it, how- 
ever, by implication. 


Sur, Li. Morton, The Progressive Party in ceca ae and 
foe. sioncon,:,' The, Bias, of Prairie Politics, «am; 
Seeanson Wede)y Ops ct... 





Aco By Macpherson, Democracy in Alberta. For a dis- 
cussion of the term "quasi-party system", see Chapters I 
Paaeyilt’, for a discussion of the term “quasi-colonial 
economy", see pp. 6-10. For a discussion of the term 
"the non-party tradition in Western Canada", see pp. 20-27. 


10yon. H, E. Strom, Opening Statement to the Constitu- 
tional Conference, February 1969, “Proceedings: ‘Sp 4 Ottawaines 
Queen's Printer, 1969). 


Ee arbLd Pps lee ws >, 


= 


lenox a report of the speech, see the Globe and Mail, 


February 1S 1-970", 


L3yon. er Thatcher, coer ac COneiite teCmSde ie Ga Omen. 


Conference, December 1969, Unrevised Proceedings (Ottawa: 
Queen's Printer, 1969), pp. 91-9048. Lt should be noted. that 
provincial Premiers have taken very strong positions at open 
federal-provincial-conferences to es tablish their bargaining 
positions. 
wGangda, ae aaah 


Parliamentary Hepa ates (House of 
Commons), 2nd Session, 1 
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Gro25).p. 2812. 


We 


Barons) 4th Session, 14th Parliament, Vol. ITI,’ (1925), 
2087. 


meee 4. 
Canada, Parliament, Parliamentary Debates (House of 


1? bor a detailed discussion of the economic dimensions 
of Western Canadian Alienation, see W. L. Morton, The 
Progressive Party in Canada; C. B. Macpherson, Democracy 
figenlberta’ and Paul F. Sharp, The Agrarian Revolt in 
Western Canada. For a more recent discussion see the 
merbements to the Constitutional Conferences held in 1968 
and 1969 by the provincial Premiers of Western Canada. 
Particular attention should be paid to the statement of 
Premier Strom at the Constitutional Conference of February 
1969. A detailed discussion of the demands of the Pro- 
Beeseives of the 1920's can be.found in W. L. Morton, The 
Progressive Party in Canada. In addition, a reading of 
the Parliamentary Debates of the 1920's on occasions such 
as the Debate on the Speech from the Throne and the Budget 
Debate outline many of the grievances expressed by the 
Progressives in the 1920's. 

Recent newspaper articles such as Pat Carney, 
eis West Another Quebec?", Winnipeg Free Press, July 12, 
1969; Jim Neaves, "Alberta Premier States Views on Federal- 
Provincial Policies", London Free Press, December 2, 1970; 
Norman Ward, "Prairie Separatism's Flat", Winnipeg Free 
Meescc, June 21, 1968; A.lWestéll, “Western Alienation", 
Ottawa Citizen, September 27, 1969; I. H. Asper, "The 
Winter of Discontent in the West", Globe and Mail, January 
foe 1971: 1. HH. Asper, “Uniform tax System misses out on 
Canada's regional. divisions", Globe and Mail, February 26, 
1970; Peter Newman, "West's Unease Now a Force", Winnipeg 
meree Press, January 17, 1970-reveal that there are similar- 
ities in the demands articulated by Western Canadian 
meeeviclans.in the 1920's and in the 1970's. 








18, review of the sources mentioned in the above foot- 
notes reveals that the incidence of national economic 
policies on the economy of Western Canada has been a source 
of concern to Western Canadians for a prolonged period of 
time. In addition to the above mentioned sources, a review 
of the briefs presented by the Provinces of Saskatchewan 
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and Manitoba to the Royal Commission on Dominion~Provincial 
Pelations isolated "the policy “areas. of tariffs and freight 
rates for particular attention. The Government of Alberta 
‘did not present a brief to the Royal Commission; however, 
mney did prepare.a report in.1939 entitled The Case for 
mreerta in which the above issues were isolated for parti- 
cular attention. A review of the Parliamentary Debates of 
the 1920's reveals that the Progressives raised these is- 
sues on several occasions. A detailed documentation of 
these speeches can be found in footnotes throughout the 


chapter. 








The control of natural resources was an issue of 
particular concern to Western Canadians prior to 1930. For 
a detailed position of Western Canadian politicians on 
Pieenissue, see CB, Macpherson, op. cit.,—-p..6..-Macpherson 
Meeee that the control of natural. resources by the federal 
government symbolized the quasi-colonial status of Western 
G@anada, in relation to Eastern Canada. In making this - 
point, Macpherson quotes the views of W. A. Mackintosh and 
Vy. C. Fowkes to support his views. In addition, several 
Members of Parliament speaking in the House of Commons made 
Similar points. For example, see comments of Mr. James 
Steedsman, M.P. for Souris, Manitoba in House of Commons 
on May 16, 1926, in Canada, Parliament, Parliamentary 
Debates (House of Commons), 2nd Session, 14th Parliament, 
memmewerr), (1923), p. 2835. See. comments of Mr. A. J. 
mee w.P. for Swift Current, in Canada, Parliament, 
Parliamentary Debates (House of Commons), lst Session, 14th 
Par iaament, -Vol.« IL, (1922),' ip. -155; Hon. W. R. Motherwell, 
Bits) 10Or Regina, in-Canada, Parliament, Parliamentary 
Debates (House of Commons), 2nd Session, 14th Parliament, 
Mawes (LiT, GEO23 hy p- 2781; Mr. D. M.;Kennedy, M.P. for 
Edmonton West, in Canada, Parliament, Parliamentary Debates 
(House of Commons), lst Session, Lhth Parliament, Vol. 1, 
Bte22), Dp. 143; Mr. 0. Turgeon, M.P. for Gloucester, in 
Canada, Parliament, Parliamentary Debates (House of Com- 
mons), lst Session, 14th Parliament, Vol. I, (1922), Dis 
Maeno Hon... A,-Crerar, M,P. for Marquette, in Canada, 
Parliament, Parliamentary Debates (House of Commons), 1st 
Peeron, th Parliament; Vol. 1, (1922), p. 50... W. eu.: 
Morton notes the issuewa.of the control of natural resources 
in Western Canada as a grievance articulated by Western 
Canadians. 








19 pootnotes 17 and 18 outline sources that indicate 
that the incidence of national economic policies on Western 
-Canada has been of concern to Western Canada for a pro- 
longed period of time. See also: V. C. Fowke, National 
Policy and the Wheat Economy (Toronto: University of 


Toronto Press, 1957). 
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207, A. Innis, Problems of Staple Production in 
anada (Toronto: University of Toronto Press, 19393), 
pp. 19-21. In addition, see W. A. Mackintosh, The Eco- 
nomic Background of Dominion-Provincial Relations 

(Toronto: McClelland and Stewart, 1964), pp. 140-154. 

See speech by D. M. Kennedy (Edmonton West) in Canada, 
Parliament, Parliamentary Debates (House of Commons), 3rd 
Mesccion, l4th Parliament, Vol. I, (1924), pp. 207-213, as 
an example of the kind of speech made by Western Canadian 
Members of Parliament in the 1920's on the unequal inci- 
dence of national policies on Western Canada. In addition, 


reference is made to the impact of national economic 














mitted by the Provinces of Manitoba and Saskatchewan to the 
Royal Commission on Dominion-Provincial Relations (1939) 
and to the Royal Commission on Transportation of 1959. 


fac, TBs Macpherson, op. cit., pp» 6-10. 


2" covernment of Canada, Report of the Royal Commission 
on Dominion-Provincial Relations (Ottawa: King's 
Printer,’ 1939). 


2Jaovernment of Canada, Report of Royal Commission 
of Dominion-Provincial Relations (Ottawa: King's Printer, 
mio49)."4 In particular: see a brief submitted by the Govern- 
ment of Saskatchewan to the Royal Commission in a volume 
entitled Submissions to the Royal Commission on Dominion-— 
Provincial Relations (Ottawa: King's Printer, O30); Aol 
Pemexhibit’ 34, p.. 203. 


2c overnment of Canada, Report of the Royal Commission 
on Dominion-Provincial Relations (Ottawa: King's Printer, 
me), Book 11, p. 230°. 














2 Tbid., Dp. 232. 


20m conomic Council of Canada, Fifth Annual Report 
(Ottawa: Queen's Printer, 1968), pp. 156-180. 





2? tpid., p. 177. 


ee nor a detailed account of the comments of Western 
Canadian Premiers, see the statements of Premiers Strom 
and Thatcher at the Constitutional Conferences. of February 
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1969 and December 1969. Particular attention should be 
paid to their opening remarks. 


eon, H. Strom, Statement to the Constitutional 
Conference, Sei te SE eS Proceedings (Ottawa: Queen's 
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Conference, December 1969, Unrevised Proceedings (0 ttawa: 


a ae AT, 


Meeen's Printer, 1969), pp. 91-95; 339-343. 


21 por a detailed account of these statements, see 
the statements. of Premier Strom to. the Constitutional 
Conferences of February 1969 and December 1969 and the 
Statement of Premier Thatcher to the Constitutional Con- 
ference of December 1969. 


J£T, H. Asper, "The Winter of Discontent in the West", 
Peepe.and.Mail, January 26, 1971. See also I. H, Asper, 
"Uniform tax system misses out on Canada's regional 
divisons", Globe and Mail, February 26, 1970. 


ge lbids® 


Snes are many books and articles that document the 
Soncern of Western Canadian politicians on the issue of 
the tariff. For example, see footnote 1 for several books 
written on Western Canadian politics that outline the im- 
BecteOf tariff policy on Western Canada. In addition, see 
|ne comments of Hon. H. Strom, Statement to the Constitu- 
tional Conference, February 1969, Proceedings (Ottawa: 
Queen's Printer, 1969), pp. 111-136, and the statement by 
mOm. kh..Thatcher, Statement to the Constitutional Con- 
ference, December 1969, Unrevised Proceedings (Ottawa: 
Queen's Printer, 1969), for a discussion of the impact of 
tariffs on the economy of Western Canada. All of the 
briefs presented by the Western Canadian provinces to the 
Royal Commission on Dominion-Provincial Relations noted 
the impact of the tariff on the economy of Western Canada. 
W. A. Mackintosh outlines the impact of the tariff on the 
various regions of Canada in The Economic Background of 
Dominion-Provincial Relations, Appendix 3 to the Report of 


the Roval Commission Royal Commission on Dominion-Provineial Relations. 


Members of Parliament from Western Canada raised the issue 
Cistcaritis on several occasions in the 1920"s.* For a de-— 
tailed account of these speeches see footnote 37. 
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2 >For example, see C. B..Macpherson, Democracy in 
meperta and W. L. Morton, The Progressive Party in Canada. 
In both instances the authors note that tariffs h: have been 
a contentious issue in Western Canada for a long period 
of time. 








36, B. Macpherson, Sop 2iclt., (p.2.9. 


3? por example, see the comments of Mr. H. H. Stevens 
(Vancouver Centre), Canada, Parliament, Par rliamentary 
Debates (House of Commons), 3rd Session: 14th Parliament, 
meee th, (1924), py-b920; Mr. W. J. Lucas (Victoria), 

Canada, Parliament, Parliamentary Debates (House of Commons), 
Sea Session, 14th Parliament, Vol. I, (1923), pp. 78=79; 

ove M. N. Campbell (Mackenzie), Canada, Parliament, 
Parliamentary Debates (House of Commons), Ist Session, 14th 
Semeriament, Vol. 1, (1922), p. 356: Mr. A. M. Carmichael 
(Kindersley), Canada, Parliament, Parliamentary Debates 
Sieuse of Commons), ist Session, 14th Parliament, Vol. I, 
(1922), pp. 157-158; Mr. Robert Forke (Brandon), Canada, 
Parliament, Parliamentary Debates (House of Commons), Ist 
Meteo ith Parliament, Vol. it, (1922 )y: pas 783 Mr. D. 
Kellner (Edmonton West), Canada, Parliament, Parliamentary 
Debates (House of Commons), 2nd Session, 14th Parliament, 
Mere by 01923), po. 2813-14: Mr. A. Wi. Neill (Comox- 
Alberni), Canada, Parliament, Parliamentary Debates (House 
Bemecoumons), ist Sessian,, 14th Parliament,-Vol. Ill, (1922), 
meee tts Ne. J. T.. Thorson (Winnipee South Centre), Canada, 
Parliament, Parliamentary Debates (House of Commons), lst 
Session, 16th P Parliament, Vol. 1, (1927), pp. 964-966; 

Mr. D. M. Kennedy Guano seen West), Canada, Parliament, 
Parliamentar\ Debates (House of Commons), 3rd Session, 14th 
Parliament, Vol..1, (1924), DO, Oph Horm. Ts AS Grerar 
(Marquette), Canada, Parliament, Parliamentary Debates 
(House of Commons), 1st Session, I4th Parliament, Vol. I, 


(1922), pp. 54-56. 


























aac, Parliament, Parliamentary SEL Ee (House of 


Commons), lst Session, 14th Parliament, Vol. (i922), 
pp. 54-56. 
39 


Government of Canada, Submissions To the Royal 


Commission on Dominion-Provincial Relations (Ottawa: King's 
Parnes, 1939), Vol. 2,°Exhibitssh ieee 
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Orton, H. Strom, Statement to the | Constitutional _ Cone 
ference, February 1969, Proceedings (Ottawa: Queen's 
Berrter, 1969), pvp. 127-128. ion oW: he C, Bennett, 


Statement to the Constitutional Conference, ieee 1969, 























Unrevised Proceedings (Ottawa: Queen's Printer, 1969). 
Ay Py , ; 
Hon. W. A. C. Bennett, op. cit., pp. 133-134, 
305-306. 
he 


PoOweeh« thatcher,/stavement to the Constitutional 
Conference, December 1969, | Unrevised Pr oceedings (Ottawa: 


a ae re ee ee ee 


Queen's Printer, 1969), pp. 92-93, 340-343, 364-365. 








Deen. Hie Strom, ODEO Ua m7 oe. Ole Wa, chs. Cx 


Bennett, op. cit., pp. 366-368. 
bly 
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+ OBSth W. L. Morton and C. B. Macpherson note this 
Mermeern of Western Canadian politicians. In addition, 
newspaper articles written on the subject of "Western 
Canadian Alienation" refer to this fact. The issue was 
also raised by provincial Premiers from Western Canada 
| the Constitutional Conferences of 1969 and-1970. 
Members of Parliament from Western Canada raised the is- 
sue On numerous occasions. For a detailed account of 
the speeches see footnotes 18 and 37. 


16 


See footnotes 2 and 17. 
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*2tpid., p. 288. 
eT bade * 
51 , 
Cheb.  Macphersom, op. Ci... DOs. 0-90. 


Bet. B. Macpherson, op. cit., pp. 8-9. -W. L. Morton 
notes the accomplishments of the Progressive Party in 
Similar terms but does not suggest that the concessions 
were made in the interests of Eastern financial interests. 
pee also: V. C. Fowke, Canadian Agricultural Policy 


(Toronto: University of Toronto Press, LOU ya Wa ed On 
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5Scanada, Report of the Royal Commission on Dominion- 


Provincial Relations (Ottawa: King's Printer, 1939), Book 
eee. 


S6rpia., p. 232. 

57 ff fe veate | 
G-aee; cMacphersom,) op. cit J, py o2l. 

raed © (Sh omeAee 


>I steven Muller, “Federalism and the Party System in 
Canada", in J. P. Meekison (ed.), Canadian Federalism: 
‘Myth or Reality? (Toronto: Methuen, 1968), pp. 119-135. 


OOTbid., pp. 120-121. 





erpid }, hae ee hOYrecesimmiar view, See -F,-H. Under= 
hill, “Canadian Liberal Democracy in 1955", in Gd. V. 


eS ee ee eh hae mane 


b2 Denis Smith, "Prairie Revolt, Federalism and the 
Bee ty system”, in H. G, Thorburn (ed.), Party Politics in 
Canada (Scarborough: Prentice Hall, 1967), pp. 189-201. 


Soap at 196: 


O4the Premiers from Western Canada raised this issue 
during the Constitutional Conferences held in Ottawa in 
February and December 1969, during their discussions on 
proposed restrictions on the spending power. For a com- 


oe ne H. Strom, Statement to the Constitutional 
Conference, February 1969, Proceedings (Ottawa: Queen's 
Meee, 1969), pp. 134-135. 
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66 4 series of newspaper articles was collected on 
the subject of Western Canadian politics from four Vestern 
Canadian newspapers - the Winniveg gree Press, . theshegina 


Leader Post, the Calgary Herald, and the Edmonton Journal 
from June 1969 to dunes 1970 rns the author was employed 
in the Federal-Provincial Relations Secretariat of the 


Privy Council Office in Ottawa, 


6% ir9 attempt will be made to enter into a lengthy 
discussion of the meaning of the term "political alienation". 
Por purposes of this dissertation the term political 
alienation will be defined in the following manner: 
"Political alienation...involves not only avathy or indif- 
ference, but also diffuse displeasure at. being powerless 
end mistrust of those who do wield power. Given the 
eee for expression, political alienation would be 

expected to be translated into either an undirected vote 
Smerocentment.or an organized vote of opposition .. .. 
Political alienation is defined as a combination of perceived 
tack of power in community affairs and distrust of those 
who hold power positions .. = 
Gcource: Thompson, Wo E., and Horton, fey. p Pola tical 
Peeeetacion as a Force in Political Action" in Social Forces, 


a ee eee 


Meeume 46, October 1959 to May 1960,-p. 190 and ». 195.) 





CHAR Ten 1. b 


THE ISSUE OF FREIGHT RATES 


The issue of freight rates has been one of concern 
to Western Canadians for a prolonged period of time. As 
was noted in Chapter II, Western Canadian politicians have 
frequently — argued that the high level of freight rates 
has restricted the economic development of Western Canada. 
Mie objectives of this chapter are twofold. The first ob- 
etic is to explore in greater depth the nature of 
Western Canadian grievances with regard to freight rates. 
The second objective is to isolate several channels of 
communication utilized by the political actors from Western 
Canada to articulate their views to the federal government. 

The chapter will be divided into two sections. 
Section 1 will define the term "freight rate" and isolate 
some of the variables that influence the level of freight 
rates levied by the railways. In addition, an attempt 
will be made to outline particular Western Canadian 
grievances as they pertain to the issue of freight rates. 
For example, Western Canadian demands for greater govern- 
mental regulation of the railways, for the elimination of 
long and short haul discrimination and horizontal percentage 
Yate increases, and for the equalization ef rates in all 


regions of Canada will be reviewed. 
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Section 2 of the chapter will indicate various 
channels of communication used by the political actors from 
Western Canada to 4G Tra lre rene views to the federal 
government. No attempt will be made to document. every 
instance when the issue of freight rates has been raised 
myea Western Canadian politicians . This would be a time- 
consuming task and it is doubtful that a chronology of 
these utterances would be particularly meaningful. It is, 
however, important that sufficient evidence be gathered to 
demonstrate that the issue of freight rates is a matter 
that has occupied the attention of federal and provincial 
politicians for over fifty years. 

There are numerous sources that document the posi- 
tion of Western Canada on this particular issue. An 
attempt was made, however, to select sources that would 
reveal the various channels of communication that have 
been used by=the political -actors) in, Western Canada to 
articulate their views to the federal government. Thus, 
the following sources were selected to document Western 
Canadian views -- the speeches of Western Canadian Members 
of Parliament in the House of Commons from 1920 to 1960, 
briefs submitted by the Provinces of Manitoba, Saskatchewan, 
and Alberta to the Royal Commission on Dominion-Provincial 
Relations, to the Turgeon Royal Commission on Transporta- 
tion in 1948 and to the Macpherson Royal Commission on 


Transportation in 1959, and statements by the provincial 
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Premiers from Western Canada to Federal-Provincial Con- 
ferences from 1945 to 1968. An examination of these sources 
iolld:reveal if, in fact, the issue of freight rates has 

been an issue of continuing concern to Western Canada. 

In addition, such a review will indicate the extent to 

which the various channels of communication have been uti- 
lized to articulate Western Canada's position at the federal 


level. 


section 1 

According to A. W. Currie, freight rates are "the 
prices charged by the railways for its freight services".? 
In Canada, the freight rate structure is composed of six 
broad categories of rates.* The six categories are as 
follows: 

1. Class Rates: These rates are the highest level 
of freight rates applicable for the movement of 
goods between various points in Canada. All 
articles are classified in the Canadian Freight 
Classifications, and the category assigned to 
each commodity determines the level of rates 
for that commodity. 

2. Commodity Rates: These rates are lower than 
the corresponding class rates and are applied 
to relatively large volume movements of com- 
modities such as grain, iron, steel, and 


lumber. 
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Competitive Rates: These rates represent 
reductions from normal commodity and class 
rates and are issued by the railways. to 
meet competition from other modes of 
transport. 

Non-competitive Rates: These are class 
and commodity rates that have not been re- 
duced by the railways to meet the forces 
of competition. 

Agreed Charges: Agreed charges are rates 
negotiated by the railways and the shipper 
as a method of meeting competition. An 
agreed charge is a contract between the 
railway and the shipper under which the 
shipper eereee ahely He why epere MMNeea ewan gs) specified 
percentage, of his shipments between certain 
points via the railway in return for lower 
ravees sernencontract ig Tor an ein tial: 
period of one year; however, it may be 
cancelled by either party with ninety days' 
notice. 

Statutory Rates: These are freight rates 
established by the Parliament of Canada for 
the movement of particular commodities by 
the enactment of specific legislation. 


Perhaps the best example of statutory rates 
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is the Crow's Nest Pass rates on the 


movement of grain and flour. 


A freight rate structure can be based on one of 
two principles -- "the cost of service" or "the value of 


3 From 1867 to 1967, the "value of service” 


service". 
principle was used by the railways, and accepted by the 
federal government, as the guiding principle for the de- 
termination of rates. Freight rates, using this principle, 
were based on the value of the commodity being shipped 

and on the value of the service-to the shipper. In ef- 
fect, the railways were free to charge whatever rate the 
traffic would bear given existing competition from other 
modes of transport. Under this system of pricing, the 
railways moved bulk commodities that had a low value per 
pound, such as grain and coal, at very low rates and re- 
covered their losses on the movement of these commodities 
by charging higher rates on finished products. The federal 
government justified such pricing practices on the part 

of the railways on the srounds that such a policy would 
further stimulate primary resource development in Canada. 
Clearly, freight rates established under this principle 

did not bear any relationship to the cost of performing the 
service. The Royal Commission on Transportation of 1959 
commented on this principle of rate-making in the follow- 


ing manner: 
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mere the traditional principle of, ratemaking, 
then, represented a form of cross subsidization 
under which some users of the rail service 
contributed through higher rates a relatively 
greater amount to the total transportation 
bill.than did others --.on a sort of capacity- 
to-pay basis. It was a system that seemed 
eminently suited to the needs of the developing 
Canadian economy as well as to the needs of 

the railways for the maximum volume of traffic 
consistent with adequate revenue returns -- 

and if there were certain shippers who ques- 
tioned the reasonableness of the rate structure 
there was, in the transportation environment 

of the ah very Little they could do about 

SG eo 


With the enactment of the National Transportation 
Act in 1967, a new approach, "the cost of service prin- 
ciple" became the guiding principle of the freight rate 
structure. Freight rates were to be determined on the 
basis of the cost of providing the service rather than on 
the value of the service to the shipper. The adoption of 
a cost-oriented rate structure was in response to the in- 
creasing competition within the transportation industry 
in Canada. Such a rate structure would enable the rail- 
ways "to secure the kind of traffic for which they have 
an inherent cost advantage and relinquish that traffic 
which might better be transported by other carriers".° 

W. A. Mackintosh suggests that there are three 
factors that influence the level of freight rates in 
Canada -- the extent of competition from other modes of 
transport, the cost of construction-and operation of 


failway facilities in relation to the traffic density 
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moving on those lines, and legislative regulations laid 
down by the apes The legislative regulations enacted 
by the federal government outlining the criteria for 

the determination of rates are of particular interest. 

In Chapters IV and V, an attempt will be made to outline 
the legislative criteria that have been set down by the 
federal government from 1867 to 1959 and to examine the 
administrative agencies that have been established by the 
federal government to implement these regulations. 

There are several long-standing grievances with 
mesard to the issue of freight rates that have been of 
continuing concern to Western Canada -- the monopoly posi- 
tion of the railways with regard to the movement of bulk 
commodities, the equalization of rates in all regions of 
Canada, long and short haul discrimination, and horizontal 


? Each of these issues will 


percentage rate increases. 
be ec idered Waban ey 
‘1. Monopoly position of the oben Western 

Canadians have consistently held the view 
that the railways are in a monopoly position 
with regard to the movement of particular 
bulk commodities. As a result, Western 
Canadians have urged the federal government 
to enact legislation that would provide 


Western Canada with adequate protection from 


the monopoly position of the railways. 
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Equalization of rates: Western Canadians 


have contended that the level of freight 
rates in Western Canada has been consis- 
tently higher than the level in Ontario and 
Quebec. Notwithstanding the greater dis- 
tances involved in moving goods to and from 
Western Canada, statistics havé been pre- 
sented by the three Prairie Provinces on 
numerous occasions to illustrate that the 
leveiourm ratesois, «an fact, hicherstin Western 
Canada..* Thus),* equalization. of rates has) al- 
ways been a policy objective of Western 
Canada. 

Long and short haul discrimination: Long 
and short haul discrimination is a pricing 
practice adopted by the railways that results 
in one location paying higher freight rates 
than another Toes ote Shipments of similar 
products over the same route and in the same 
direction are charged a higher absolute rate 
for the shorter distance than for the longer 
distance. The nature of the discrimination 


may be illustrated by the following example: 


A C B 


If a railroad charges a rate of $1.00 per 
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hundred pounds for transporting a certain 
commodity from A to B and $1.25 for carry- 
ing “1U*from A to C, the carrier is 
practising long and short haul discrimination. 
A similar discrimination results if the rate 
from ¢ to A is in excess of the rate from B 
to A. Long and short haul discrimination as 
practised by the railways has been a long~ 
standing grievance of Western Canada. 
Horizontal percentage rate increases: 
Horizontal percentage eae increases refers to 
the practice adopted by the railways, and ap- 
proved by the Board of Trane port Commissioners, 
of gels anifom Pag rate increases 
to all eatesontes of rates. such a procedure 
in the view of Western Canadians further ac- 
centuated existing discrepancies in the freight 
rate structure and transferred the major im- 
pact, of BAR rate increases to Wester 
Canada. The Royal Commission on Transportation 
of 1959 commented on the regional impact of 
horizontal percentage rate increases in the 
following manner: 
- » [It is apparent, therefore, that 
as far as its effects are concerned a 
horizontal increase is horizontal in 


name only -- it does not apply evenly 
across the entire rate structure but 
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is applied selectively by the rail- 
ways according to what they think 

the traffic can bear. “Obviously the 
more competitive a block of traffic 
is, the less likely it is to receive 
all, or even part, of the increase. 
And conversely, the less exposed to 
competition’ a type of traffic is, 

the more likely it is to have the 
full increase applied to it. With 
permission from the Board to so ap- 
ply the "horizontal" increases and 
with a need to secure additional 
revenues, it is perhaps understand- 
‘able that the railways would act in 
this way -- that is, obtain as much 
as possible from that traffic where 
competition is keen and alternative 
forms of transport readily available. 
With each successive increase in 
rates, however, certain traffic ceases 
to [move] because it cannot bear the 
higher rate; also, of course, the area 
of traffic exposed to competition ex- 
pands and the railways, experiencing 
both erosion and attrition «of- their 
traffic, are faced’ with a situation 
where, if they are to continue to at- 
tempt to meet their financial needs 
in this way, they must apply larger 
and larger increases to a smallergand 
Siig mle re DONG) Oe tora tli Css sults 


In summary, these are the major issues which have domi- 
nated the representations made by the political actors 
of Western Canada to the federal government on the sub- 


yect of freight rates over the past fifty years. 


SECTION IT 
There are several channels of communication that 
have been utilized by federal and provincial politicians 


from Western Canada to articulate Western Canadian views 
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at the federal level -- speeches by Members of Parliament 
in the House of Commons, briefs to Royal Commissions, and 
statements by provincial Premiers to Federal-Provincial 
Conferences. Each of these channels of communication will 
be discussed separately. 
A. Speeches of Western Canadian 
Members of Parliament 

An analysis of the speeches of Members of Parlia- 
ment from Western Canada reveals that they have utilized 
the debates in the House of Commons to convey Western 
‘Canadian grievances on numerous issues to the federal 
government. Invariably, their list of grievances included 
the issue of freight rates. For example, the arguments 
advanced by the Progressive Members of Parliament in the 
1920's stressed several themes -- the discriminatory 
nature of freight rates in Western Canada when compared 
with the level of freight rates in other regions of 
Canada, the negative impact of freight rates on the economic 
development of Western Canada, the absence of representa- 
tives on the Board of Railway Commissioners from Western 
Canada, and the failure. on-the part of the federal govern- 
ment and its regulatory agency to accommodate the views 
of Western Canada in the formulation of transportation 
ont aaM Excerpts from the speeches of three Members of 


Parliament from Western Canada reveal these concerns and 
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characterize the speeches given by most Members of Parlia- 
ment from Western Canada at that time. 
Speaking in the House of Commons on March 10, 
1924, Mr. D. M. Kennedy, Progressive Member of Parliament 
for Edmonton West, noted the negative impact of freight 
rates on the economy of Western Canada and observed that 
freight rates in Western Canada were higher than freight 
rates on similar commodities in Eastern Canada. In part, 
he said: 
- The Province of Alberta has been possibly 
one of the chief shock absorbers of the Dominion, 
in so far as freight rates are concerned. é 
We had the long haul on what we bought from 
Eastern Canada, and we had the long haul to pay 
on what we sold, because, of course, we paid the 


freight rates both ways. Then if we want to 
ship west we have the mountain scale of rates on 


every mile over which we ship. .. . We believe 
that the high mountain rates prevent the develop- 
Mento. tratiic dnathat, direction. 4. is otf we 


are going to have all the disadvantages of the 
tars h ands if Ounsireient rates are. roing.tox.be 
possibly fifteen, twenty, or maybe twenty-five 
percent. higher than they are in some other 
Parts, of Canada, and. 1f,..in addition <to.,that, 

we have a bank interest rate that runs about two 
percent higher than in some of the more thickly 
settled districts of the Dominion, I do not know 
how to convince any intelligent person that the 
people in the West are very vigorous in their 
demands. I am -not referring merely to the Mem- 
bers. I am glad we have a people that are not 
satisfied with those conditions and will never 
be satisfied with those conditions until they 
are rectified.; I believe that until: they. get 
freight rates that are just about the same from 
coast to coast we never will have anything like 
real satisfaction or real unity between the 

Bese ous provinces of the Dominion of Canada. 
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Mr. R. Gardiner, Progressive Member of Parliament 
for Medicine Hat, commenting on the absence of representa- 
tives on the Board of Railway Commissioners from Western 


Canada, observed that: 


» - « In view of the fact that the three western 
provinces and British Columbia are very important 
factors in providing traffic for our railways, we 
submit that these four provinces should be more 
fairly represented on the board than they are at 
Mire! Present ftiner. 6 |, Ace 


Speaking in the House of Commons on February 28, 
moa7, Nr. A. M> Young, Liberal » Member of Parliament for 
Saskatoon, Critticezed: tHe composition of the Board of 
Railway Commissioners and the decisions of the Board that 
in his view discriminated against Western Canada. During 
his speech, he noted: 


eee ot Wand uOcisee ones halite of ther board™come 
from Western Canada. Today we have on the board 
six men, five of whom come from the East and one 
from the West, and at this very moment from Fort 
William and Port Arthur west there are more miles 
of railway than there are in Eastern Canada. Un- 
less we get those things, the unrest which we have 
in Western Canada in regard to this matter will 
not subside, but will increase. We cannot afford 

mLeOuallow 4a thing of this kind to delay any longer, 
and I am going to plead once more with the govern- 
ment to see to it that at the earliest possible 
gabe tne defects that Now ‘exist in the. Board of 
Railway Commissioners are removed... . 


The excerpts from the speeches delivered in the 
House of Commons by members of the Progressive Party 
illustrate the concern of the opposition Members of 
Parliament from Western Canada on the subject of freight 


tates during the 1920's. 
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During the 1930's, the issue of freight rates 
was not a subject of major debate in the House of Commons 2“ 
“However, with the conclusion of World War II in 1945, the 
issue of freight rates again was debated in the House of 
Commons by Western Members of Parliament. One of the most — 
important debates took place in April of 1948 when the 
Minister of Transport, the Honourable Lionel Chevrier, 
announced that the Cabinet had rejected the request of the 
Meovinces that the 21% freight rate increase granted by the 
Board of Transport Commissioners. be ere reric ce Instead, 
the federal government instructed the Board to investigate 
the existing rate structure “with a view to the establish- 
ment of a fair and reasonable rate structure which will, 
Meder substantially similar circumstances and conditions 
equalize its application to all persons and localities so 
as to permit the greatest possible exchange of commodities 
between the various provinces and territories of penadaiae 

Western Members of Parliament were Soreemety 
eritical of the government's announcement and they used 
the occasion to éxpress their grievances with regard to 
the inequities in the rate structure in Western Canada.” 
Perhaps the two most pry Members from Western Canada 
Mere any... Hl. Preeirone and Mr. W. R. Thatcher. Speaking 


during the debate, Mr. Blackmore, Social Credit Member for 
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Lethbridge, indicated that in recent times Western Canadians 
had become increasingly aware of the fact that the federal 
government was insensitive to Western Canadian views..? 

In demanding equal treatment for Western Canada, Mr. Black- 
more indicated that it was possible that the Western 
provinces would secede from’ conrederation if their views 

on issues of concern to Western Canada were not accommo- 
dated by the federal government. He noted that: 


- - The government seems to have the idea that 
there is no recourse, that a people like the 
people of the maritimes and the people of the 
west simply must take whatever the dominion 

- government chooses to give them and like it. 
There are means to which these people can have 
recourse. I should like to warn the members 
of the government not to drive these people too 
far. If we once become convinced in the western 
provinces that it is impossible to Live with 
Ontario and Quebec we shall find some means of 
doing another thing. The people of this dominion 
must bear in mind that western Canadians are 
Canadians and are entitled to equal treatment. 
They do not consist of slaves or menials or 
peasants; they consist of free men, descendants 
of free men with free traditions, and if they 
cannot accomplish the desires of their hearts in- 
the way of fair government by sending representa- 
tives to Ottawa, Mr. Speaker, they will be 
tempted to send representatives somewhere else. 
That is just “how serious it is. And if the 
members of cabinet have not had-that impressed 
on them I urge them to take my words seriously 
because I mean every syllable of what I am say-- 
ing. Men in my constituency, in my province 
and in several others are talking in just such 
terms as that. 

Not only has the government disregarded the 
expressed will of seven sovereign provinces in 
this dominion, but it has completely disregarded 
the pleas and requests of organizations of pro- 
ducers ‘from coast, to coast in, this nation. 
Farmers’ organizations and organizations of 
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producers of every kind have sent in requests. 
Why, one would think these people were babes 
whispering in a windstorm for all the attention 
the dominiog government gives to what they 

Sayk ered 


Huringathevdebate, Mr. WeaRoss’Thatcher,eC.C.F. 
Member of Parliament for Moose Jaw, restated the traditional 
Western Canadian grievances with regard to freight rates. 
It is interesting to compare his statements in the House 
of Commons in 1948 with his statements to the Constitutional 
Conference in 1969. The consistency of Mr. Thatcher's 
views on the issue of freight rates is striking. For 
example, during the debate in 1948 he said: 


» . As I said a few moments ago, it seems to me 
that the chief issue in this debate is very clear 
cut. Is confederation to be an association of 
provinces equal in every respect, or is confedera- 
tion to be an association of provinces where seven 
provinces will receive treatment less favourable 
economically than the other two? Is the transport 
board, where freight» rates are icoricerned, to treat 
some provinces as first-class provinces and others 
as second-class? That is the question-before us 
today. / 

As a Canadian who comes from a western province, 
I ask for precisely the same treatment on freight 
rates as is given to the Canadian who comes from 
Ontario or Quebec. My constituents ask for no more 
than equality, but they will willingly accept no 
less. 

Some honourable members may feel that there 
are certain reasons why the west should pay freight 
rates which are higher than those paid in central 
Canada, but I canvassure..them that there are. many 
reasons for the opposite being true. 

The prairie provinces have almost everything 
which should make for low rates. We have flat 
country with very few rivers. We have almost no 
natural obstacles. I think these features should 
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make for low operating costs. Certainly the 
capital investment of the railroads has been 
kept much lower than it is in central Canada. 
The hauls on the prairie are long and the den- 
sity of traffic.is there. The prairies have 
bulk products which should make for lower operat- 
ing costs. Despite the advantages which we have, 
we are at an overwhelming disadvantage through 
not having competition similar to that which is 
present in the east. In the east there is com- 
petition from the United States railraods, from 
the great lakes, and from trucks. All these 
factors have forced the railroads to keep their 
rates at a reasonable level. .. . Obviously 
that is the way in which the railroads have 
fixed their rates during past years. The west 
has had to pay higher rates simply because it 
was felt that it could afford to pay them. The 
railroads have taken advantage of the situation 
to make the west "pay through the nose" in many 
cases. . ; | 

wos We hear a great deal today about the 
need for national unity and that is all to the 
good but I think we must realize in this house 
that national unity must be brought about on a 
basis of equality. The action of the government 
in permitting the freight rate increase cannot 
but cause discontent in the dominion, because 
it will impose on the citizens in the remote 
areas of Canada a charge which is greater than 
the charge imposed on people in Ontario and 
Quebec. Once again I do not argue basically 
with the railways when they say they need in- 
creased revenue, but I disagree strongly with 
the way in which they are proposing to obtain 
itssthat is ,hby-a*flateincrease.insteadof .by 
equalization. As equal partners in this confeder- 
ation we are asking for the same rates as Ontario 
and Quebec. Let all sections of Canada pay freight 
rates which are on a fair and equitable basis, 
and if the government must be defeated to make it 
see the wisdom of such a policy, then let it be 
defeated.19 


The debate in the House of Commons in October 


1951 on the recommendations of the Turgeon Royal Commission 


on Transportation provided Western Canadian Members of 
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Parliament with another Opportunity to debate the issue of 


freight rates in the House of Commons .“° For example, the 


leader of the Social Credit Party, Mr. Solon Low, expressed 


his support for the amendments to the Railway Act recom- 


mended 
tn Nr. 
direct 


Canada 


in the Report of the Turgeon Royal Commission. “+ 
Low's view, the recommendations proposed were in 
response to the representations made by Western 


to the Royal Commission, and strengthened the con- 


tention of Western Canada that the existing freight rate 


structure restricted the level of economic development in 


Western Canada. In concluding his speech, he urged the 


federal government to enact the recommendations of the 


Royal Commission; 


- « We hope to see the government prepared to 


bring in legislation and give effect to at least 
some of the royal commission's recommendations at 
this session. I say "we"; I am speaking now on 
behalf of the people of the province of Alberta 
whom I represent as well as for my group who are 
entirely from Alberta. We in that province have 
for many years been labouring under the heaviest 
freight rate structure in the whole Dominion of 
Canada. We have been at the peak of the whole 
structure, and we have suffered under discrimina- 
tory rates. I think that claim has been made a 
good many times on the floor of the house, and 
has been denied a number of times by people on 
the government side. The report of the royal 
commission is evidence that there has been marked 
discrimination against the west, particularly 
Alberta and Saskatchewan. We rejoice that at 
long last some recognition has been given to the 
claims of the people of my province oor redress 
of these discriminatory rates... .“* 


During the debate, Mr. C. E. Johnston, Social 


Credit Member of Parliament for Bow River, indicated that a 
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national transportation policy had not been developed by 
the federal government that placed sufficient emphasis on 
the “national unity" aspects of transportation policy.*? 
In his view, transportation policy in the past had been 
framed only in the interests of Ontario and Quebec. The 
following quotation summarizes his views on the subject: 


tee Dit certainly the present freight rate struc- 
ture which is embodied in the Railway Act has been 
most detrimental to the beneficial expansion of 
Canada, both financially and industrially. 4 te a 

- We in Alberta -- and the same is true in 

Saskatchewan -- have all the necessary materials to 
make a great industrial province. The one thing 
that has held us back has been the freight rate 
structure; it thie country. .[t is: something that is 
long overdue for an overhaul, and I am glad to see 
that it.is coming at this time.. Every time that 
the railway companies have been permitted to raise 
their freight rates it has been made that much 
more difficult for those of us in Western Canada 
to improve our economic, financial or industrial 
position. There has been a great advantage to 
Ontario and Quebec, which have these long- 
established low rates. It is no wonder, Mr. 
Speaker, that Ontario and Quebee did not appear 
before the commission to make submissions. It was 
to their advantage to stay away from the investi- 
gation so they might maintain their already 
favoured position. «... 4 


Mr. John Diefenbaker, Member of Parliament for Lake 
Center, made reference to the impact of horizontal rate in- 
ereases on the freight rate structure in Western Canada 
and demanded that the federal government instruct the Board 
of Transport Commissioners not to grant future rate in- 


25 


creases in this manner. In his view, such practices 
employed by the railways further accentuated existing dis- 


ecrepancies in the freight rate structure. During the debate, 
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he said: 


Mawes peak particularily for. the prairies, where 
the dice have been loaded against the diversifica- 
PiosOreLnius Ley. OLscriminatory freicht rates, 
intensified by reason of the horizontal increases 
in the last- few years, have actually had the effect 
of denying the prairie provinces the opportunity of 
Peconiees Oiversitisd areindustry., .. . 

- » « In Saskatchewan, suffering as we have 
from discriminatory freight rates, we cannot hope 
at any time to have established in our province 
those industries that are particularly fitted for 
establishment there by reason of the: presence of 
bie raw products.) sal. «< 


Another long-standing grievance of Western Canada, 
jong and short haul discrimination, was referred to by Mr. 
Douglas Harkness, Member of Parliament for Calgary Rast.“/ 
puch practices, in his view, increased freight rates in 
Western Canada and placed the railways in the position of 
deciding what industries would locate in the West. He pro- 
posed that such practices on the part of the railways should 
be outlawed by the inclusion of a specific clause in the 
Railway Act. 

The preceding excerpts taken from speeches of 
Western Canadian Members of peeivener: in the House of 
Commons from 1920 - 1950 on the subject of freight rates 
ficient evidence to support the contention that 
easels Members from Western Canada have utilized 


the House of Commons as a forum for the expression of 


Western Canadian views on the subject of freight rates. 
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B. Representations to Royal Commissions 

The establishment of the Royal Commission on 
Dominion-Provincial Relations (1937), the Royal Commission 
on Transportation (1948), and the Royal Commission on 
Transportation (1959) afforded Western Canadians with the 
opportunitiesto present their views on the issue of freight 
rates to the federal Zoverument. a The representations 
from Western Canada to each of these Royal Commissions will 
be considered separately. 
_. Representations to the Royal Commission 

on Dominion-Provineial Relations 

The hearings held by the Royal Commission on 
Dominion-Provincial Relations afforded both the provincial 
governments and pressure groups from Western Canada an op- 
portunity to present briefs outlining the grievances of 
Western Canada. Both the Provinces of British Columbia 
and Saskatchewan ineinded sections on the issue of freight 
rates in their general briefs. Manitoba's brief made only 
a passing reference to the issue and Alberta challenged the 
establishment of the Commission and refused to submit a 
eee However, pressure groups from Alberta, including 
the United Farmers of Alberta, the Alberta C.C.F. Clubs 
and the Alberta Association of Municipal Districts pre- 
sented briefs to the Commission that included sections 


30 


devoted to the issue of freight rates. 
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The Government of Saskatchewan presented a detailed 
survey of the structure and level of freight rates in 
Eastern and Western Canada in an attempt to illustrate the 
negative incidence of freight rates on the economy of the 


feet. 


Numerous statistics were presented indicating ‘that 
residents of the Province of Saskatchewan were subject to 
discriminatory freight rates on almost every item consumed 
in Saskatchewan. To further strengthen their contention 
that Western Canada was burdened by discriminatory freight 
Bauee, reiterence was made to the writings of H.. A.- Innis 
on the history of the-Canadian Pacific Railway.?° Innis 
contended that the large profits assembled by the Canadian 
Pacific Railway were in large part a result of the higher 
freight rates levied by the railway in Western Canada: 

> « » Freight earnings and freight traffie have 

depended directly and indirectly to a very large 

extent on the expansion of Western Canada, es- 

pecially with the development of the West, and 

with the effect of higher freight rates resulting 

from a non-competitive situation in that area. 

The contributions in Western Canada were evident 

in the receipts from land. It follows, therefore, 

that to a large extent the net earnings and total 

receipts of the Canadian Pacific Railway have 33 

been directly obtained from Western Canada... . 

The Government of Saskatchewan recommended that 

specific amendments to the Railway Act be enacted immediately. 
In particular, it was recommended that the terms of 


reference establishing the guidelines for the determina- 


tion of rates by the Board of Railway Commissioners be 
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expanded to consider other factors than the reasonabile- 
fess of the rates charged for a service ae the question 
of eae discrimination. 

The brief concluded by noting that there had been 
a general feeling in Eastern Canada that “Western Canada 
can pay a little more -- more interest, more tariffs and 
higher freight Bae ete oe In the opinion of the Government 
of Saskatchewan, however, cae West could no longer sucier 
under the burden of these policies if the economic future 
of Western Canada was not to be imperilled. 

The Government of Alberta documented at great 
length the long-standing grievances of Western Canada Mishel 
plication entitled The Case for Alberta. This document 
was sent to the federal government and was not presented 
to the Royal Commission. Sections of the statement were 
devoted to the question of tariffs, freight rates and 
monetary policy. On the issue of freight rates, the 
Alberta Government charged that Alberta "stands at the 
apex of the freight rate structure" in Canada and that 
Albertans paid the highest freight rates on goods imported 
36 


into and exported from the province. There were four 


major grievances cited in the brief and in each instance 
statistical evidence was presented to indicate the dis- 


Bi 


eriminatory nature of the freight rate structure. 





LOT 


1. The first grievance expressed by the Alberta 
Government was the claim that “basic mileage rates" were 
lower in Eastern Canada than in Western Canada. Statisti- 
cal evidence was presented that indicated that, not only 
were the "basic mileage freight Parent oo higher in Western 
Canada, the actual percentage reduction in mileage rates 
in Eastern Canada was double the decrease in rates in 
Western Canada as distances increased. For example, the 
first class-rate in paotern Canada for shipping goods a 
distance of 100 miles was 58 cents per hundredweight as 
compared with 65 cents per hundredweight in Western 
Canada. The freight rate for a distance of 500 miles in 
Eastern Canada was $1.08 per hundredweight while in 
Western Canada the freight rate was $1.62. Thus, the 
prairie rate was 50% higher than the Eastern Canadian 
pees 

2. The second grievance articulated by the Alberta 
Government was that the freight rates on certain basic 
commodities consumed and produced in Alberta were higher 
than Eastern rates on the same commodities. An extensive 
list of the freight rates on numerous commodities were 
included in the brief to illustrate this point. For | 


example, carload lumber rates from Vancouver to Calgary, 


a distance of 642 miles, were 50 cents per hundredweight, 
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while the carload lumber rate from Mont Laurier, Quebec 
to Glencoe, Ontario, a distance of 642 miles, was only 
27 cents per hundredweight. <A comparison of the rates on 
fresh meat indicated that the rate from Toronto to St. 
John, New Brunswick, a distance of 810 miles, ie 
cents, while the rate from Calgary to Vancouver, a distance 
of 642 miles, was $1.10, double the Eastern Canadian rate. 

3. The third grievance was the unfavourable position 
of the distributor and consumer in Alberta in relation to 
their counterparts in other regions of the country, as a 
result of lower transcontinental rates from Eastern Canada 
to Vancouver onan from Eastern Canada to points in Alberta. 
Evidence was presented that indicated that it was cheaper 
to ship goods from Montreal to Calgary via Vancouver, thus 
enjoying the advantages of lower rates to Vancouver as a 
result of water competition, than to ship the goods 
directly to Calgary or Edmonton. For example, the freight 
rate on ammonia shipped from Montreal to Calgary or Edmonton 
was $2.35 per hundredweight, while the freight rate on the 
same commodity to Vancouver ae $1.25. Thus the Alberta | 
rate was 87% higher than the Vancouver rate. 

Cities ent he Western part of the United States 

that are land-locked suffered a similar fate with regard 
to freight rates. However, in 1914, the Interstate Commerce 


Commission, in a case known as the "Spokane Decision”, 
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ruled that rates to points on the West Coast of the United 
states could not be lower than rates to intermediary points 
without the permission of the Board.?” Both the Govern- 
ment of Alberta and the various pressure groups from 
Alberta that presented briefs to the Royal Commission urged 
that the principles of the "Spokane Decision" be adopted, 
thus eliminating "long and short haul discrimination" in 
Western Canada. The Edmonton Chamber of Commerce summarized 
the implications of the "Spokane Decision" for Western 
Canada, and Alberta in particular, when it noted; 

- . « Lf the principle, of the "Spokane Rate Case" 

or any approximation thereof were in force in 

Canada, its effect on Alberta's position in the 

Canadian freight rate structure and therefore on 

its financial position within the Dominion would 

be tremendous. Under the "Spokane Rate Principle", 

Alberta points on the main lines of either rail- 

road would receive the same rates on through 

shipments to and from the East as those applying 

over the much larger distance to and from Vancouver. 

The Alberta brief made reference to the fact that 

railways assign every commodity that is to be shipped a 
specific classification. This procedure is extremely im- 
portant in that the category into which a commodity is 
assigned determines the rate charged for the shipment of 
that particular good. The Government of Alberta charged 
that the railway companies were categorizing commodities in 


such a fashion that they discriminated against both the 


producer and the consumer in Alberta. For example, canned 
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goods when shipped to Alberta were assigned a "fifth class 
rate" at a rate of $1.98 per hundredweight, whereas canned 
goods shipped to Vancouver were assigned a "special com- 
modity rate" of $1.50 per hundredweight. Calculated on a 
per ton-mile basis, the Alberta rate was $2.09 per ton-mile, 
while the Vancouver rate was $1.04 per ton-mile. The 
Alberta Government charged that as a result of this prac- 
tice, Edmonton and Calgary were placed at a disadvantage 

as a distribution point to areas that logically should have 
been served by Calgary or Edmonton. 

4, The fourth grievance was of more direet concern to 
residents of Alberta and Saskatchewan than to the residents 
of Manitoba and pertained to the criteria used by the rail- 
way companies to calculate freight rates from Port Arthur 
and Fort William to Winnipeg and points west of Winnipeg. 
The Government of Alberta strongly opposed the practice fol- 
lowed by the railways whereby the mileage used to calculate 
the freight rates to Winnipeg from Port Arthur was not based 
on the actual mileage of 419 miles but on the basis of a 
"constructive mileage of 290 miles". Evidence was presented 
that indicated that freight rates established for destina- 
tions between Port Arthur and points west of Winnipeg were 
a higher percentage over the base rate than the distance in 
mileage warranted. As a result, goods could be shipped at 


lower rates to Edmonton by having the goods unloaded in 
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Winnipeg and then reshipped to Edmonton than by having the 
Poods shipped directly from Port Arthur to Edmonton. The 
Government of Alberta contended that these provisions re- 
stricted the growth of Edmonton and Calgary as distribution 


points. 


In summarizing their position on the issue of 
freight rates, the Government of Alberta concluded nat 
Western Canada was burdened with a very large proportion of 
Penada (ss transportation costs’ and that the arguments: ad- 
vanced by the Government of Canada and the Board of Trans- 
port Commissioners were no longer valid. The costs of 
providing a transportation system in Canada that integrated 
the economies of the various regions should, in the opinion 
of the Government of Alberta, be shared by all Canadians in 
all regions of Canada rather than placing the burden on the 


residents of one region of Canada. 


26 Royal Commission on Transportation (1948) 

The establishment of Tike e +s Royal Commission 
in 1948 afforded Western Canada with another opportunity to 
present its views to the federal government. The Commission 
had been established in response to Western Canadian demands 
that the legislation OULLIniNe the critertau onmuierde tei 


Minagtlon of raves be reyieienws The briefs presented by 


the three Prairie Provinces stressed several themes -~ the 









- Se Bog ir ; 


P f i 4 rr ry a SO8 
' =e 7 
. to Jeena 


E 


J 
D 


cvs DiI hat 





Q 
ae 


» 


os 
" 






r 
s 
: ¥ 
4 
\ j i i 
4 
P 
} 
<1} ’ 
. = a 
ee Sc(" 
— “eg . Pals 
> al an Cw naaiY 2 


ie Picci: Bhto tu. “i Mige tus pages (aban 
_ yews ah AP, BOY we oh dads + oir's 
oe a > - 7 - 


4 


9 
7 ke P= 





7 i 
- , 









et eas Bete 
. As _ 7 


ae 3 








One oes 
7 





106 


monopoly position of the railways with regard to the movement 
of bulk commodities, the‘impact of long and short haul dis- 
crimination and horizontal percentage rate increases on the 
freight rate structure in Western Canada, and the negative 
impact of the freight rate structure on the economic develop- 
ment of Western ace Among the remedies proposed by 

the Prairie Provinces were the equalization of freight rates 
in all regions of Canada, with the exception of the Crow's 
Nest Pass rates, closer supervision of competitive rates 

by the Board of Transport Sen ROE the introduction 

of legislation to prevent long and short haul discrimination, 
and the elimination of horizontal percentage rate increases 
as the method used by the Board of Transport Commissioners 
nemorai, treipnt rate increases. 

Many of the recommendations proposed by the pro- 
vincial governments from Western Canada were incorporated 
into the final recommendations of the Royal Commission. 

For example, the Commissioners recommended that the equal- 
ization of freight rates become a goal of transportation 
policy and that the Railway Act be amended to limit long 
and short haul discrimination. Finally, the Commissioners 
urged the Board of Transport Commissioners to discontinue 
its practice of granting horizontal percentage rate in- 
creases whenever adjustments in the freight rate structure 


aD . ° . e 
were necessary. 3 such practices; inethezr view; 
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accentuated existing discrepancies in the freight rate 
structure. Thus, it is evident that Wester Canadians 
utilized this opportunity to present the West's case to the 
federal government ina very articulate and persuasive 


manner. 


3. Royal Commission on Transportation (1959) 

The establishment of the Macpherson Royal Commis~- 
sion afforded the Western Canadian provinces an initial 
policy input into the decision-making process that ended 
in 1967 with the enactment of ‘the National Transportation 
Act. All of the provincial governments as well as numerous 
pressure groups from Western Canada presented extensive 
briefs on all aspects of transportation policy as it per- 
tained to the ene No attempt will be made at this 
juncture to review in detail the content. of each of the 
briefs submitted from Western astne® There will, how- 
ever, be references made to the briefs submitted Dy ei 
Governments of Manitoba, Saskatchewan, and Alberta in an 
attempt to document the issue of freight rates as a recurr- 


ing demand of Western Canada on the federal system. 


(a) The Province of Manitoba 
The Government of Manitoba in its brief to the 
Royal Commission on Transportation isolated specific in- 
equities in the freight rate structure that discriminated 


against the economic development of Western Canada. 
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Among the grievances isolated for particular attention were 
the negative impact of horizontal percentage rate increases 
on the freight rate structure in Western Canada, the in- 
ability of Western Canada to benefit from lower trans- 
continental rates as a result of the absence of competing 
modes of transportation in Western Canada, the ean ee on 
the part of the Board of Transport Commissioners to adequately 
regulate rates charged by water carriers and the existence 
of rates in the present freight rate structure that did not 
bear their proper share of the cost involved in transport- 
ing goods. The issues of horizontal percentage rate in- | 
creases and long and short haul discrimination have been 
selected for particular attention. 
fr) SHorizontal Percentage Rate 
increases 

The Manitoba Government, utilizing the arguments 
advanced by the Prairie Provinces at the hearings of the 
Turgeon Royal Commission, as well as the recommendations 
of the Royal Commission, observed that horizontal percentage 
rate increases accentuated existing disparities in freight 
‘rates structures, aggravated the disadvantages suffered by 
long-haul shippers, and assumed that all traffic could bear 
the same percentage increase in freight rates. 

On the basis of the statistical evidence presented 
to the Commission, the Manitoba Government concluded that 


horizontal percentage rate increases resulted in higher 
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freight rates in Western Canada than in Eastern Canada and 
that horizontal freight rates increases discriminated 
against long-haul shippers. No relief from these rate in- 
creases could be anticipated from either the railways or 
the Board of Transport Commissioners, thus the Government 
of Manitoba recommended that "some safeguards .. . be in- 


stituted either by way of statutory limitations or 


Meeatistic direction if jthe present situation is to be 


Biterca". (¢ 
fo Tons and Short Haul Discrimination 


The Government of Manitoba, using similar arguments 
to those found in the position paper of the Alberta Govern- 
Meno in the 1930"s, was critical of those provisions of the 
freight rate structure that resulted in lower freight rates 
on goods being shipped from Montreal to Vancouver than on 
goods being shipped from Montreal to points in Western 
Canada. In Manitoba's view, this practice gave the railways 
the power to determine whether or not the goods of a par- 
ticular region of the country could compete with similar 
goods produced in other regions of the country. In view of 
the increasing industrialization of Western Canada, the 
Government of Manitoba urged the Commissioners to adopt 
he principle that "when a competitive rate is published 
from a more distant point, the intermediate point should be 


given a rate reflecting its shorter haul from the point of 
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: re dee | : 
destination". This would in part neutralize the impact 
of freight rates on the level of economic development in 


Western Canada. 


(0) The Province of Saskatchewan 

The major theme of the Saskatchewan brief was the 
contention that the inequities in the freight rate struc- 
ture as it applied to Western Canada were so Tirmly roocved 
in "the economic and political circumstances of the paeeee 
that they would not be eliminated by merely adjusting cer- 
tain classes of freight rates. This had been the practice 
adopted by the railways and approved by the Board of Trans- 
port Commissioners in the 1950's in their attempts to 
eliminate inequities in the freight rate structure. While 
it was difficult to demonstrate that the major impact of 
the treignt rate increases. of the.1950's had,fallen on 
Western Canada, and Saskatchewan in particular, the Govern- 
ment of Saskatchewan presented Sitatasiics+to..support.their 
contention. On the basis of this evidence, it was concluded 
that the residents of Western Canada were financing a larger 
share of the costs of providing a transportation system 
than were the other regions of Canada. 

The central recommendation of the Government of 
Saskatchewan was the proposal that the federal government 
enact legislation that would provide a "National Transporta- 


tion Subsidy" to Western Canada, thus reducing freight rates 
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in Western Canada. While the calculation of the subsidy 
would require detailed study by both levels of goverment, 
the Government of Saskatchewan expressed the view that the 
subsidy would be most effective “as a percentage reduction 
in freight rates on traffic moving out of, into, and within 
the four western provinces of Manitoba, Saskatchewan, Al- 
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berta and British Columbia". The subsidy would ultimately 
result in a reduction in all classes of freight rates in 
Western Canada, however the first priority in any proposed 


reduction of freight rates should be a reduction in the 


rates on long-haul traffic. 


(ec) Government of Alberta 
The Government of Alberta in its presentation to 
the Royal Commission on Transportation isolated one particu- 
lar grievance for attention ~-- long and short haul 


‘sak 


discrimination. Reference was made to a study that had 
been prepared in the United States that {llustrated the 
favourable effects of the decision of the Interstate Com- 
merce Commission of 1914 that eliminated short and long 
haul discrimination from the freight rate structure of the 
United States, on the economy of the Inter-Mountain Region 


of the United etesantoc 


Statistical evidence was presented 
by the Alberta Government to illustrate the impact of long 
and short haul discrimination on the economy of Alberta, and 


it was on the basis of this evidence that-the Alberta 
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Government concluded that there was a relationship between 
Alberta's present and potential level of economic activity 
and transportation arrangements and costs within the 
province. Among the numerous recommendations advanced were 
the specific recommendations that low-valued, low-rated 
commodities should in the future carry a greater share of 
the fixed costs incurred by the railways and that geographic 
areas that were dependent on railway transportation should 
receive additional protection in the form of subsidies. 
These subsidies would eliminate the necessity of extremely 
high freight rates in certain regions of the country, when 
compared to the level of freight rates in other regions of 
Canada. In addition, it was proposed that the one and one 
third rule be applied to the movement of all goods and that 
agreed charges negotiated by the railways be subject to 

its provisions. 

A review of the briefs presented to the Royal Com- 
mission on Dominion-Provincial Relations and to the Royal 
Commissions on Transportation established in 1948 and 1959 
reveals that Western Canadians utilized the hearings held by 
the Royal Commissions to present their views to the federal 
covernment on the issue of freight rates. The two Royal Com- 
missions on Transportation were established by the federal 
government in response to the demands of Western Canadians 


that revisions be enacted in existing legislation establishing 
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the criteria for the determination of rates, 

The two issues isolated for particular attention 
at the hearings of the Royal Commissions were horizontal 
percentage rate increases and long and short haul discrimina- 
iion.- Such practices on the part of the railways, in the 
view of Western Canadians, further accentuated existing in- 
equities in the freight rate structure. Many of the 
recommendations proposed by Western Canadians were incorpo- 
rated in the Report of the Turgeon Royal Commission. For 
example, the Commissioners recommended that the Railway Act 
be amended to establish the equalization of rates as a goal 
of transportation policy and proposed the inclusion of a 
section in the Railway Act that would limit long and short 
haul discriminatory practices on the part of the railways. 

The recommendations proposed by Western Canadians 
to the Royal Commission on Transportation of 1959 were for 
the most part ignored by the Commissioners in their final 
pee Despite the rejection of Western Canadian views 
by the Macpherson Commission, the establishment of the Royal 
Commissions on Transportation in 1948 and 1959 afforded 
Western Canada the opportunity to present its views to the 
federal government. Many officials in Western Canada con- 
sider the hearings held by the two Royal Commissions to have 
been the most effective channel of communication in the 


1940's and 1950's for the expression of Western Canadian 
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views to the federal government on the issue of freight 


ae 


C. Federal-Provincial Conferences 

A review of the proceedings of Federal-Provincial 
Conferences from 1906 to 1968 reveals that the Premiers of 
Western Canada have used the Federal-Provincial Conference 
as a mechanism for articulating the position of Western 
Canada on the issue of freight rates only on rare occasions. 
In fact, between 1906 and 1945 the issue of freight rates 
was not discussed at a Federal-Provincial Conferonesice 
The sole reference to the issue of transportation policy 
between 1906 and 1945 was at the Inter-Provincial Conference 
of 1926 when the Conference unanimously agreed that “re 
Board of Railway Commissioners should be requested "to in- 
clude the members of the Provincial Governments in the class 
of persons who may receive Dominion wide passes under the 
provision of the Railway Newpaes 

Between 1945 and 1968, the issue of freight rates 
was not raised as a major issue for discussion. On several 
occasions, there were passing references to the issue in 
the opening remarks of the Western Canadian Premiers. For 
example, at the Federal-Provineial Conference held in 
Ottawa from August 6 to 10, 1945, Premier John Hart of 


British Columbia noted that all regions of Canada should 


enjoy “access, on a competitive basis, to markets which lie 
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within shipping range"?! Premier: 2.-C.’ Manning of Alberta 
observed that one of the objectives of federal policy should 
be "a fair and equitable adjustment of those factors which 
have a detrimental effect upon the economy of any part or 
parts of the panin ofesey The Alberta Premier proposed that 
all discriminatory features in the freight rate structure 

be removed by the federal government. Premier T. C. Douglas 
of Saskatchewan, in his opening remarks to the Conference, 
encouraged the federal government to reduce the impact of 
tariffs and freight rates on the economy of Western Canada.” 

The only reference to the issue of freight rates 
at Federal-Provincial Conferences in the 1950's were state- 
ments made by Premier W. A. C. Bennett of British Columbia 
and Premier Douglas Campbell of Manitoba at the Federal- 
Provincial Conference of 1957, °° The issue was raised 
during the course of their opening remarks and it was not 
the central theme of their statements to the Conference. 

The issue of freight rates was not raised ata 
Federal-Provincial Conference in the 1960's until the Con- 
stitutional Conferences were convened in the late 1960's.°4 
The wide-ranging discussion on the issue of constitutional 
reform and the extensive television coverage of the Con- 
Herence, affordedvevery. provanee tthe Opportunity’ torraise 
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long-standing grievances. 
were no exception and they utilized the opportunity to dis- 


cuss the various dimensions of the phenomenon known as 
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It is interesting to speculate as to the pees 
why the Premiers of Western Canada did not raise the issue 
of freight rates on more occasions and in greater detail at 
the numerous Federal-Provincial Conferences convened since 
1945.04 One explanation is that the responsibility for en- 
forcing the guidelines for the establishment of freight 
rates was delegated by Parliament to an administrative board 
in 1903. As a result the issue of freight rates has been 
for the most part removed from the political arena and has 
been discussed at hearings of the Board of Transport Commis- 
sioners and more recently by the Canadian Transport 
Commission. 

A second explanation of the absence of provincial 
representations at Federal~Provincial Conferences is that, 
in the late 1940's and the early 1950's, the Board of 
Transport Commissioners received a series of applications 
from the railways for freight rate Wiech deaneg Hearings 
of the Board were held in connection with these applications 
and the three Western Aencien provinces presented briefs 
to the Commissioners protesting the applications for higher 
rates by the railways. Clearly, gtathabl particular yore 
in time, the provincial governments were correct in direct- 
ing their views to the Board of Transport Commissioners 
rather than merely stating their views to the federal 


government at a Federal-Provincial Conference that had been 
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convened to consider matters other than freight rates. 

In the 1950's there were three Royal Commissions 
established to study transportation problems in Canada, 
the Turgeon Royal Commission of 1948, the Royal Commission 
on Agreed Charges of 1955, and the MacPherson Royal Com- 
Mission of 19%. Each Commission examined the problems of 
freight rates in Woctennee nada. The establishment of these 
Commissions by the federal government afforded the Western 
Canadian provinces the Opportunity to present detailed 
briefs on the issue of freight rates. In the 1960's the 
federal government was preoccupied with the implementation 
of the recommendations of the MacPherson Royal Commission 
and the drafting and enactment of the National Transportation 
Act. The Act was studied in detail by a Parliamentary Com- 
mittee and, during the course of its hearings, both the 
provincial governments and pressure groups from Western 
Canada had the opportunity to submit briefs to the Committee. 
Thus, one of the reasons why the Federal-Provincial Con- 
ference was not utilized by the Prairie Provinces as a 
mechanism for conveying their views to the federal govern- 
ment was that there were other vehicles in the 1940's, 50's 
and early 1960's -- Royal Commissions, Parliamentary Com- 
mittee hearings, and hearings before the Board of Transport 
Commissioners -- that appeared to be a more effective means 
of articulating the position of eae ee Provinces on: 


the issue of freight rates. 
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The Constitutional Conference of 1969 saw the return 
of the issue to another part of the political arena. This 
change in strategy illustrates that the Western Canadian 
Premiers realized that any changes in the freight rate 
structure as it applies to Western Canada required a pol- 
moLca | eine. In a recent letter from the late Mr. 

Ross Thatcher on the subject of freight rates, he did in- 
dicate that the railways, if subjected to.political pressure 
at the federal and provincial levels, would reassess the 


68 
present freight rate structure in Western Canada. 


CONCLUSION 

In an attempt to articulate their views on the 
issue of freight rates, Western Canadian political actors 
have utilized various channels of communication within 
ghe political system. — os Statements to federal- 
provincial conferences, speeches in the House of Commons 
by Members of Parliament from Western Canada and briefs 
to Royal Commissions established to review transportation 
policy Waren been utilized to convey the position of 
Western Canada on the issue. 

Having demonstrated the importance of the issue of 
freight rates to Western Canada and having isolated the 
various channels of communication utilized to convey the 
position of Western Canada on the issue, an attempt will 


be made in succeeding chapters to outline the content of 
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the demands articulated by Western Canadian politicians 

with regard to the provisions of the National Transportation 
Act relating to freight rates. In addition, an attempt 

will be made to outline and assess the channels of communi- 
cation utilized by Western Canadians to express their views 


on those provisions of the Act relating to freight rates. 





FOOTNOTES 


1a, W. Currie, Economics of Canadian Transportation 
(Toronto: University of Toronto Press, 1959), p. 28. 


“Toid., pp. 28-38. Information pertaining to the 
various categories of rates was obtained in an interview 
with Mr. J. Henley, Director of Traffic, Railway Trans- 

port Committee, Canadian Transport Commission, in Ottawa 


on September 7, 1971. 


PPor a discussion of the principles governing the 
determination of freight rates, see: Government of 
Canada, Report of the Royal Commission on Transportation, 
Vol. I (Ottawa: Queen's Printer, 1961), pp. 1-14. See 
also: W. T. Jackman, Economic Principles of Transporta- 
tion (Toronto: University of Toronto Press, 1935), 
Chapter 3. Details in succeeding paragraphs were taken 
from these sources. : 


See ennent of Canada, Report of the Royal Commission 
Dneteansportation: (1959), Vole Ty p.i3. 


AN ise y ey 


Ow. A. Mackintosh, The Economic Background of Dominion- 
Provincial Relations (Toronto: McClelland and Stewart, 


1964), pp. 62-63. 


?these grievances of Western Canada were found in 
the briefs presented by the three Prairie Provinces to the 
Royal Commission on Dominion-Provincial Relations, to the 
Royal Commission on Transportation (1948), and to the 
Royal Commission on Transportation (1959). On each oc- 
ecasion, these issues were isolated for particular attention 
and therefore suggest that they have been of major concern 
to Western Canada for a prolonged period of time. Inter- 
views with government officials in the three Prairie 
Provinces confirmed that these were the major grievances of 
Western Canadians. Information in succeeding paragraphs 
was taken from these sources. 
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Beare rnment of Alberta, Royal Commission on Transporta- 
tion, Submission by the Province of Alberta on Long and 
Short Haul Discrimination (Edmonton: Queen's Printer, 


OO) s se Dac. 


7 covernment of Canada, Report of the Royal Commission 
fm Transportation (1959), Vol. 1, p. 7: 


10mhe issue of freight rates was raised in many of the 
speeches delivered by Progressive Members of Parliament 
from Western Canada. For example, see comments of Mr. A. 
Young (Saskatoon) regarding absence of representation on 
Board of Transport Commissioners in Canada, Parliament, 
Parliamentary Debates (House of Commons), lst Session, 
16th Parliament, Vol. I,’ (1927), p. 699, and Mr. R. Gardiner 
(Medicine Hat) in Canada, Parliament, Parliamentary Debates 
(House of Commons), lst Session, 16th Parliament, Vol. I, 
(1926), p. 62. <A major debate on freight rates took place 
in the House of Commons from June 16 to 18, 1925 when 
amendments to the Railway Act of 1919 were enacted. The 
amendments to the Railway Act of 1919 reinstated the lower 
freight rates on grain and flour that had been removed in 
1919. Complete details of the Crow's Nest Pass Agreement 
will be outlined in Chapter V of the dissertation. A com- 
plete record of the debate can be found in the Parliamentary 
Peete eOLe Julie 6, (67, lo, 1925. For” complete details, 
see Canada, Parliament, Parliamentary Debates (House of 
Commons), 4th Session, l4th Parliament, Vol. V, (1925), 
pp. 4305-4486. Another major debate on the subject of 
freight rates took place on April 19, 1926 when a motion 
was introduced by Mr. M. N. Campbell (Mackenzie) to remove 
freight rate discrimination against the Port of Quebec. 
In the ensuing debate, Members of Parliament from Western 
Canada used the opportunity to raise Western Canadian 
grievances on the subject of freight rates. For complete 
details, see Canada, Parliament, Parliamentary Debates 
(House of Commons), lst Session, 15th Parliament, Vol. II, 
OEg2o},, 00s 12577-2000.4.0n May 4, 1922, the Hon, iWe.C. 
Kennedy (Minister of Railways and Canals) introduced a 


motion that ". . .a Select Special Committee be appointed 
to make inquiry into the question of railway transportation 
costs. ..", Canada, Parliament, Parliamentary Debates 


(House of Commons), Ist Session, 14th Parliament, Vol. II, 
(1922), p- 1402. The Minister's motion was debated in the 
House of Commons and the Progressive Party used this op- 
portunity to raise Western Canadian grievances. For 

details of the debate, see Canada, Parliament, Parliamentary 
Debates (House of Commons), lst Session, 14th Parliament, 
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Vol. II, (1922), pp.» 1402-1458. The Report of the Committee 
was debated in the House of Commons on June 26, 1922. On 
this occasion as well, the Progressives used the opportunity 
to raise Western Canadian grievances on the issue of freight 
rates. 

lloanada, Parliament, Parliamentary Debates (House of 
Commons), 3rd Session, 14th Parliament, Vol. I, (1924), pp. 
211-212. 


12 canada, Parliament, Parliamentary Debates (House of 
peenons).s ist Session, 15th’ Parliament, Vol. I, (1926), p. 
2 








lo canada, Parliament, Parliamentary Debates (House of 
Peions ), 1st Session, 16th Parliament, Vol. I, (1927), pp: 
699-700. 


13Amhis is explained in part by the dependence by 
Western Canada on the federal government during this period. 
In addition, the proposed amalgamation of the C.P.R. and 
the C.N.R. and the debate with regard to the nationalization 
of the C.P.R. were major issues of concern to the West. 


Mor details of the government's announcement, see 
Canada, Parliament, Parliamentary Debates (House of Commons), 
Ptaecesaion,, 20c6h Parliament, Vol. IIT, (1948), pp. 2717- 
2/0. 


1 tbid.. 


16 among the Western Canadian Members of Parliament 
speaking during the debate were: Mr. M. J. Coldwell (Rosetown- 
Biggar, CCF), Mr. J. H. Blackmore (Lethbridge, Social Credit), 
Mr. A. L. Smith (Calgary West, Conservative), Mr. John 
Bracken (Leader of the Opposition), Mr. R. Thatcher (Moose 
Jaw, CCF), Mr. A. Hlynka (Vegreville, Social Credit), Mr. 

F. E. Jaenicki (Kindersley, CCF), Mr. Howard Green (Vancouver 
South, Conservative), Mr. D. Fulton (Kamloops, Conservative), - 
Mawr. S. Zaplitoy. (Dauphin, CCF)y2itr. ds) A-chosse(sopris, 
Conservative), Mr. A. Stewart (Winnipeg North, CCF), and Mr. 
fee aehent ley: (Swit. Current, CCF je. Forvdevasd soon sues. 
speeches see Canada, Parliament, Parliamentary Debates 

(House of Commons), 4th Session, 20th Parliament, Vol. IIT, 
(1948), pp. 2717-3025. 





l?tbid., pp. 2744-2746. 
18tpid., pp. 2744-2745. 


19tpid., pp. 2917-2919. 
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0 
é For details of the debate, see Canada, Parliament, 


Parliamentary Debates (House of Commons), 5th Session, 
Siete rarijanent, Vol. L952), “pp+- 328-338 and 454-520. 
Among those Members of Parliament from Western Canada 
speaking on the issue were: Mr. Solon Low (Peace River, 
Social Credit), Mr. M. J. Coldwell (Rosetown-Biggar, CCF), 
Mr. C. E. Johnston (Bow River, Social Credit), Mr. Hazen 
Argue (Assiniboia, CCF), Mr. D. Harkness (Calgary East, 
Conservative), Mr. John Diefenbaker (Lake Center, Conserva- 
five), Mr.JR.°R. Knight (Saskatoon, CCF), Mr. S. Knowles 
(Winnipeg North Center, CCF), Mr. P. E. Wright (Melford), 
and Mr. Walter Dinsdale (Brandon, Conservative). 


elipid., p. 328. 


ee ee 


23rpid., pp» 454-461. 
Tbid., p. 455. 
tid. , pp. 515-517. 
ibid., p. 515. 
2? tbid., pp. 513-515. 


CORR ertine nt of Canada, Report of the Royal Commission 
on Dominion-Provincial Relations (Ottawa: King's Printer, 


1939); Government of Canada, Report of the Royal Commission 
om Transportation (Ottawa: King's Printer, 1951); Govern- 
ment of Canada, Report of the Royal Commission on 


Transportation, Vols. I and JT (Ottawa: Queen's Printer, 
1961 and 1962). 


2? covernment of Alberta, The.Case for Alberta 
(Edmonton: King's Printer, 1939). The Government of 
Alberta outlined the reasons for its failure to support 
the Royal Commission on Dominion-Provincial Relations in 
"The Forward" of the document. 


20 nor the details of the submissions from Alberta 
pressure groups, see Government of Canada, Submissions to 
the Royal Commission on Dominion-Provincial Relations 

Ottawa: King's Printer, 1939), Vol. 6, Exhibits 255, 
22, (2 5rs 
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3leovernment of Canada, Submissions to the Royal 
Commission on Dominion-Provincial Relations (Ottawa: 
King's Printer, 1999) ,ovolss2,0RRni bit Sibi pp. 2203-223. 
In particular statistics were presented on pp. 214-220 
illustrating the level of the freight rate structure in 
Western Canada. 


obag A. Innis, The History of the Canadian Pacific 
Haiiway (London: P..S.. King and Son, 1923). 


F7Tpid., pp. 269. 

BtaorernmentvoteCansdat: ope cltei- ppe ep b=222, 
35¢overnment of Alberta, The Case for Alberta. 
36tpia., p. 142. 


I’ tpid., pp. 143-149. Details in succeeding para- 
graphs were taken from these pages. 


28 wpasic mileage freight rates" refers to the basic 
class rates calculated on a per ton-mile basis. A ton- 
mile refers to the cost of moving one ton over a distance 
of one mile. 


39 wthe Spokane Decision" refers to the case before 
the Interstate Commerce Commission in 1913 that resulted 
in the elimination of long haul discrimination against 
landlocked mid-Western points in the United States. 


40 


Government of Canada, Submissions to the Royal 
Commission on Dominion-Provincial Relations (Ottawa: 
King’s Printer, 1939), Vol. Bue ExAlDLbeole wpe OU. 


ee royernmnent of Canada, Report of the Royal Commission 


on Transportation, 1951. In their report, the Commissioners 
acknowledged that pressures from Western Canada were in- 
strumental in the establishment of the Commission. See 

pp. 12-15. 


Pataid. spn. 40-34 


“Stpid., pp. 61-62, 96-101, and 125-127. 
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to overnment of Saskatchewan, Suodmission of the 
Province of Saskatchewan to the Royal Commission on “Trans- 
portation (Regina: Queen's Printer, 1961); Government of 
Manitoba, Submission by the Honourable Duff uff Roblin, 


Premier, at the e Regiona nal Hearings arings of the “Royal C Commission 
on Transportation on Behalf of the Government of Manitoba 
(Winnipeg: Queen's Printer, 1960); Government of Alberta, 
Royal Commission on Transportation: Submission by Province 
of Alberta on Long and Short Haul Discrimination (Edmonton: 
age s Printer), p. 8; Government of Alberta, Royal 
Commission on Transportation: Submission by Province of 
Alberta on Some Effects of Limitation of Longs and Short 


a 
Haul Discrimination on the Inter-Mountain Region of the 
United States (Edmonton: Queen's Printer, 1960); Govern- 
ment of Alberta, Royal Commission on sion on Transportation: 
Transportation and the Economy of Alberta | with particular 


reference to Freight Rate Relationships (Edmonton: Queen's 
Printer, 1960). 


"55 detailed review of the position of each province 
will be included in Chapter VII of the dissertation. 


46 Government of Manitoba, op. cit., pp. 28-30, 9-20. 


Details in succeeding paragraphs w were taken from this brief. 








?tpid., p. 13- 
"8rpid., D:7 20. 


*Icovernment of Saskatchewan, op. cit., jee evan 
Details in succeeding paragraphs were taken from this brief. 








5°Ipid., De 99. 


5 te overnment of Alberta, Transportation and the 
Economy of Alberta, pp. 34-35. 


52 Rome ne On Alpertas Some Effects of -ljimitation 
ne Long and Short Haul Discrimination. 
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S3anis will be illustrated in greater detail in 
Chapter Vil. 


Stohis view was expressed in interviews with Mr. 
J. W. Telford, Manager of the Alberta Freight Rate Bureau 
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Sreway 31,51971;. with Mr. J.-J. Frawley, Special Counsel 
for the Government of Alberta on September 8, 1971; with 
Mr. E. M. Jones, Traffic Manager, Freight Services, Pur- 
chasing Agency, Province of Saskatchewan on September 1, 
Po7i+ and: with Mr. A. -V¥. Mauro, former Counsel for the 
Provinee of Manitoba, on September 30, 1971. 


5° ty an attempt to document the issue of freight rates 
as an issue at Federal-Provincial Conferences, the proceed- 


ings of all the Federal~Provincial Conferences were reviewed 
beginning with the Federal-Provincial Conference of 1905. 


emma of Canada, Dominion—Provincial and Inter- 
Provincial Conferences from 1887 to 1926 (Ottawa: King's 
Peinter, 1951); p-. 114. . 


5? government of Canada, Dominion-Provincial Conference, 
1945 -- Dominion and Provincial Submissions and Plenary 
Conference Discussions (Ottawa: King's Printer, 19406), 
SS yar 
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one Prete of Canada, Dominion~Provincial Conference, 
1957 -- Dominion and Provincial Submissions and Plenar 
Conference Discussions (Ottawa: Queen's Printer, 1958 
meee 50-51, ° 71% 
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A discussion of the issue of freight rates at the 
1968 and 1969 Federal-Provincial Conferences will be found 
in Chapter XII. 


C2 e66 the opening remarks of the Premiers to the Con- 
stitutional Conferences of February 1968, February and 
December 1969. 





63506 statements of the Western Canadian Premiers at 
the Constitutional Conferences of February and December 


1969. 


O4nhe information in succeeding paragraphs was drawn 
from interviews with the Honourable E. C. Manning, Mr. 
J. Jd. Frawley, and Mr. A. V. Mauro. 







- 
4 
ae 4) 
7 ‘ 
‘ 
i ee 
4 « 
2 
a 
Zz 2 Fi q 
: > 
= 
ry ee 
. * 
’ “_ iS m 4cag 
7 
* od , 
mt _ 
~ ee ®@ 
q ‘ 
~ 
- te 
. . 
i he - a 
») - a 
~ . Tew 
ae ee - 
7 + 
7 % a 
¢ ‘er ‘ % , 
‘ «4 ‘ 
8 


. Hinges - erated Sy then roti 
Es ae . sbily MP Dg 9 i oe b Ss as 
=a | SetrT a 

emt e _¢- 


7 } +" r: a y (eee ron wth ane 


ee dp Pye 3 ss rts4- ‘ee a eCl Gite 
2K tea 

aa 

: a 





127 


Smnis does not mean that the issue of freight rates 
was totally divorced from politics. In fact, Parliament has, 
from time to time, become involved in the setting of freight 
rates. Perhaps the best example to illustrate how the issue 
of freight rates has been injected back into the political 
arena was the decision on the part of the federal government 
h 1925 to reinstate certain features of the Crow's Nest Pass 
Agreement of 1897 in response to the demands of the Progres- 
mewemrarty. For a discussion of’ this point, see W. L. 
Morton, The Progressive Party in Canada (Toronto: University 
er Toronto Press, 1950), p. 289. In°’addition, see an 
Beriele by. A. W, Currie, "Freight Rates on Grain in Western 
Canada", in Canadian Historical Review, Vol. 21 (1940), pp. 
40-55. For a complete outline of the role of the Progressive 
Party in the reinstatement of the Crow's Nest Pass rates, 
see footnote 10. The Cabinet and Parliament became involved 
in the debate on horizontal percentage rate increases in the 
1940's and 1950's. The Crow's Nest Pass Agreement will be 
discussed in Chapter V. 





664 discussion of the freight rate cases in the 1940's 
and 1950's will be included in Chapter IV of the disserta- 
tion. References to the royal commissions will be included 
in Chapters IV and V. 


67 por a discussion of the change in strategy on the 
part of Western Canada since 1967, see Chapter XII. 


O8premier Ross Thatcher, letter to author dated 
Megember 25, 1970. In the letter, Premier Thatcher referred 
to an article appearing in the Saskatchewan Mineral Spot- 
light, November 17, 1970, entitled "Major Breakthrough in 
Freight Rates - Potash First Beneficiary” that outlined the 
recent amendments to the Mineral Tax Act. If proclaimed, 
the revised Act would permit the Saskatchewan Government 
to tax the mineral holdings on the land held by the C.P.R. 
in Saskatchewan. Referring to the recent amendments to the 
Act, Premier Thatcher wrote: "Item 9, relating to recent 
deliberations oft Potash rates, is brought to your attention 
as this case emphatically shows that under pressure, the 
railways can budge from an inflexible position. .. . The 
recent amendment to the Mineral Tax Act in Saskatchewan 
no doubt provided the railways with sufficient incentive to 
re-assess the potash freight rate structure to the West 
erste. fete: 
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CHAPTER IV 


RATLWAY POLICY AND FREIGHT RATES - 1867 TO 1959 - 


AN OVERVIEW 


Since Confederation, the federal government has 
enacted legislation that has established criteria for the 
determination of freight rates. These legislative pro- 
visions have been the subject of controversy in Western 
Canada and have been debated on numerous occasions by 
Members of Parliament from Western Canada in the House of 
Commons, and by provincial politicians at hearings held by 
the Board of Transport Commissioners and by federal Royal 
Me tasions This issue has never been resolved to the 
satisfaction of Western Canada. In addition to legislative 
action, the federal government has established regulatory 
agencies to implement federal transportation policy. 

The objective of this chapter is to review federal 
legislation that has established the criteria for the de- 
termination of freight rates, and to outline the 
organizational structure of the agencies that have been 
established to administer the legislation. Such a review 
reveals the attempts on the part of the political actors 


of Western Canada to have the federal government enact 
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legislation that would provide greater protection for 
Western Canada from the monopoly position of the ea tiwaya 
Furthermore, such a review facilitates a comparison of the 
provisions of federal legislation enacted prior: to 1967 

with the provisions of the National Transportation Act. 
Because the Crow's Nest Pass rates are central to the freight 
rate structure in Western Canada, Chapter V is deyoted in 

its entirety to an examination of these ee 


Pee et leMPTS TO REGULATE THE ACTIVITIES OF 
THE RAILWAYS PRIOR TO 1867 








PHOS to Confederation, each colony in British North 

America developed and regulated the various modes of trans- 
port within their respective boundaries. Professor S. J. 
McLean, in a report to the Government of Canada in 1902, 
observed that each government, prior to Confederation, was 
preoccupied with the development of transportation facili- 
ties rather than with the enactment of legislation designed 
to regulate their operation? Thus, the prevailing philo- 
sophy of government was that the level of freight rates 
should be governed by the competitive forces within the 
marketplace and by the laws of supply and demand. Professor 
McLean summarized the extent of governmental involvement 
during this period when he wrote: 

In the earlier days of railway construction, the 

importance of rapid development was such that the 

question of regulation and control was given 


scant attention. When attention was devoted to 
such matters it was tacitly, and in many cases 
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explicitly, assumed that whatever difficulties 

might arise would be settled by competitive 

forces. The prices of commodities in general 

were settled by the operation of the law of 

supply and demand. The price of railway service 

would be determined in similar manner. The 

competition existing prevented prices of commo- 

dities in general being exorbitant, the same 

force it was assumed would exercise a corrective 

power in regard to the charges for railroad 

service. ae 

Despite the limited role of government in the 

regulation of freight rates, legislation was enacted es- 
tablishing minimal PaeeliRae tae: For example, in Lower 
Canada, the charter granted to the St. Lawrence and 
Champlain Railway contained a provision whereby the rates 
levied could not produce more than a twelve per cent divi- 
dend on the company's investment. In Upper Canada, the 
legislature granted a charter to the Cobourg Railway that 
empowered the company's board of directors to fix and regu- 
late the rates charged by the railway. It was assumed that 
there would be sufficient competition to ensure that the 
railway would not levy excessive freight rates. In New 
Brunswick, the legislation regulating the operation of rail- 
ways was even more permissive. The charter of the New 
Brunswick Railway stipulated that the company was "to charge 
such rates as it considered reasonable". This provision 
in the charter was subject to the limitation that, ten years 
after the completion date of the railway, the legislature 
could, if the tolls were considered to be excessive, reduce 


the rates to the point that the rates levied did not produce 


a rate of profit greater than twenty-five per cent. Many 
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of the provisions found in the legislation enacted by the 
colonies of British North America paralleled provisions 
found in British and homed eet, legislation. Thus, the early 
attempts on the part of the colonies of British North 3 
America to regulate the activities of the railways appear 
to have been influenced, in part, . by legislative precedents 
in Great Britain and the United States. 

Beginning in 1845, additional legislation was en- 
acted in the various colonies that resulted in a greater 
degree of governmental control. Despite these amendments, 
the legislative provisions were far from restrictive in 
nature. For example, in 1846 the Canadian legislature en- 
acted legislation stipulating that "tolls were to be charged 


5 


equally to all persons under the same circumstances". In 
1847 additional legislation was enacted that stipulated 
that all tolls levied by the railway were subject to the 
approval of the Governor-in-Council. In Nova Scotia, legis- 
lation was enacted stating that there was Ae be no 
preferential treatment on the part of the railways with re- 
gard to the level of rates charged to various customers. 
A further amendment in 1853 stipulated that all tolls must 
be approved by the Governor-in-Council. Similar legislation 
was enacted in New Brunswick in 1864. 

The legislative provisions enacted after 1845 dif- 
fered from the earlier practice of regulating rates by 


taxing the dividends of the railways if they exceeded the 


) 


> <0 
4 
. 
Gi ws 
.? 
’ “J 
J / - 
: f 
cP 
> TF 
* ad 


¥ 
7” 4 
(a cHeu. te 
‘ 
J 3 re f 
o if 
“ q 


es sper i i Conipgrtenia 
oa “ c 


PTE <a Tic eat—t test et eee et 


oF 7 


: a 


s _ 5 > 
i fi do baat #i ol te. 
° = om / ; 


; 






as 


12 


percentage specified in the legislation. Legislative re- 
strictions ensuring that all persons receive equal treatment 
Riser similar circumstances, if stringently enforced by the 
government, could have restricted the activities of the 
railways with regard to the establishment of freight rates 
to a greater extent than restrictions limiting the rate of 
return that a railway could earn on its investment. How- 
ever, these regulations were not enforced by the respective 
governments and the railways remained virtually free from 
governmental control with regard to the setting of freight 


rates. 


B. REGULATION OF RAILWAYS FROM 1867 TO 1903. 

After Confederation, the federal government enacted 
legislation that established uniform regulations for the 
operation of railways in all regions of tans The first 
legislation enacted by the federal government was the 
Railway Act of 1868.! A review of the provisions establish- 
ing the criteria for the determination of freight rates 
revealed that the basic philosophy underlying the railway 
legislation of the pre-Confederation era was incorporated 
into post-Confederation legislation. In short, the role of 
the government was confined to the establishment of "maximum 
levels" for freight rates levied by the railways. For 
example, the provisions of the Railway Act of 1868 stipu- 


lated that the Parliament of Canada could reduce the rates 
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charged ae railways without the consent of the company 
coneerned under the following circumstances: 
1. Where the railway company's profits were calcu- 
lated by the government to be greater than 
fifteen per cent per year on the capital expended 
in the original construction of the railway; or 
2. Where the Minister of Public Works calculated 
that the per annum income of the railways ex- 
ceeded fifteen per cent of the capital costs 
expended by the railway during that particular 
year. 
Clearly, the legislation permitted the railways to adjust 
their rates within specific limits, and any rate established 
-by the railways within those Limits was. accepted by the 
government as being reasonable and just. 

A second clause designed to regulate the level of 
freight rates stated that 258) rates levied by the i: 
"were payable at the same time and under the same circum- 
stances upon all goods and by all persons, so that no undue 
advantage, privilege or monopoly may be offered to any 
person or class of persons by any by-laws relating to the 
tolls". The inclusion of this clause in the legislation was 
the first attempt on the part of the federal government to 
include a provision designed to eliminate discriminatory 
practices on the part of the railways and to promote the 


equalization of rates in all regions of the country. This 
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section of the Act has been revised on several occasions 

by the federal government. In each revision, an attempt 
was made to phrase the provisions of the Act in such a man- 
mer that discriminatory practices on the part of the 
railways were further restricted. 

The final clause -of the Act that regulated the 
level of freight rates was the provision that rates levied 
Myeche railways could not come into force until. they were 
approved by the Governor-in-Council. In addition, every 
regulation issued by the railways establishing particular 
rei cht rates was subject to revision by the Governor-in- 
GCouneil. Finally, no regulation altering the terms of 
agreement between any party and the railway could come into 
effect until the new regulation was approved by the Governor- 
in-Council. 

While these regulations were more restrictive than 
earlier legislative provisions, there were continual de- 
mands from Western Canada for the enactment of more 
stringent legislation. In hisreport to the federal government 
eae 902, Dr. S. J. McLean outlined the nature of Western 
eredian grievances -- long and short haul discriminatory 
practices on the part of the railways that resulted in very 
high freight rates in Western Canada, the classification of 
goods being moved into Western Canada in categories that 


resulted in the highest level of rates:-being charged for 
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the movement of those goods, and the level of the freight 
rates in Western Canada when compared to the Ate levied 
in Ontario and re ee 

In response to demands for more governmental con- 
trol over the activities of the railways, the Railway Act 
was amended in 1883 and again in 1888.7 With the amend- 
ments introduced in 1983, the ral lways were still: free -to.: 
vary the level of rates subject to the provision that any 
variation in the level of rates be granted to all parties 
under the same aawainenatdee n° In 1888, three additional 
sections were included in the revised Act in the hope that 
they would define in a more precise fashion practices on 
the part of the railways that would be considered illesalat 
Section 224 of the Act granted to the railways the power 
to regulate freight rates subject to the condition that 
". « » all such tolls shall always, under the same circum- 
Stances, be charged equally to all persons, and at the same 
Pete, ++." ~The provision. further ereretened the 
amendments enacted in 1883.  The.inclusion of Section-225 
in the revised Act was the first attempt on the part Ope che 
federal government to regulate, in an indirect fashion, 
"long and short haul discrimination". Thus the rates for 
large quantities on long distances could be proportionately 
less than the rates charged for smaller quantities on 
shorter distances, provided that such tolls were charged 


equally to the same persons under the same circumstances, 
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While Section 224 restricted discriminatory prac- 
tices on the part of the railways, Section 232 of the Act 
outlined the conditions under which discriminatory practices 
would be permitted. For example, a railway company was not 
permitted to "make any unjust or partial discrimination 
between different localities" in the determination of freight 
rates. ‘However, no “unjust or partial" discrimination was 
said to exist if a railway company levied varying rates be- 
tween localities in an attempt to secure additional traffic 
from other modes’ of transportation or from another railway. 
Thus, ae the one eas Taina cord practices on the part 
of the railways were Rona dered (to be illegal as a result 
of the inclusion of Section 224 in the Railway Act. On the 
other hand, under certain conditions, discriminatory prac- 
ices on the part of the railways were acceptable, as a 
result of the inclusion of Section 232 in the Railway Act. 
‘The question left unanswered was how the Terme UNjuSs > sor 
"partial" discrimination would be denned 2 

The amendments enacted in the 1880's by the federal 
government did not satisfy the demands of Western Canada 
and in 1899 the Royal Commission on Railway Rate Grievances 
and Regulative Lepislation was established by the federal 
Meveramente.® The chairman of the Commission was Dr. S.Jd. 
McLean and during the course of his investigation he tra- 
velled across Canada to hear particular grievances with 


regard to freight rates. The grievances expressed by Western 
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Canadians in the 1890's were similar to those expressed in 
the 1870's and 1880's. Dr. McLean noted in his report that 
the amendments enacted in the 1880's were inadequate and 
that new amendments should be enacted immediately. 

In pote ee report was critical. of legisla- 
tive provisions limiting the ability of Parliament to 
regulate the level of freight rates levied by.the Canadian 
Pacific Railway until a dividend of fifteen per cent was ob= 
tained by the railway on their investment. In addition, the 
practice of setting rate controls that established maximum 
levels of rates was severely criticized. Finally the ab- 
sence of provisions in the Railway Act obligating the 
Trailways to notify their customers prior-to any alterations 
in the existing rate structure was isolated for particular 
eriticism by the Royal Commission. Under the provisions of 
the- legislation enacted between 1868 and 1887, the railways 
notified their customers of changes in the level of rates 
only as a matter of courtesy. The Royal Commission recom- 
mended that legislation be enacted that would obligate the 
railways to publish any changes in their rate structure 
motor tO. their implementation. 

In addition to the major recommendation that a 
federal agency be established to regulate all aspects of 
railway activities, the Royal Commission proposed several 
general principles as possible guidelines for future amend- 


ments to those provisions of the Railway Act pertaining to 
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freight rates. Among the general principles enunciated 
were: 

A. that similar rates for similar services under 
similar circumstances: be available. to all in- 
dividuals in all regions of Canada. 

B. that the absence of water competition in many 
regions of Canada. (the prairies in particular) 
re-inforced the need for more. stringent regu- 
lation of the operations: of the. railways by 
the government. 

C. that the objective of federal railway policy 
should be to equalize the level of freight 
rates in each region of Canada and thus ensure 


that each region of Canada enjoyed the advan— 
tages of competitive rates. 


om AMENDMENTS TG THE RALLWAY- ACT (1903 EO 95 su) 
ed Amendments in 190 13 


The amendments enacted in 1903 incorporated many 
of the recommendations of the Royal Commission on Railway 
Grievances established in 1899. The amendments were an at- 
tempt aa it: part of the federal government 5 Ge i 
those actions on the part of the railways that resulted in 
"long and short haul discrimination”. The Royal Commission 
or 1899 had documented several instances of practiced Be 
the part of the railways that had resulted in extremely 
high freight rates for particular regions of the country. 

Sections 251 to 254 mene me jeoeioneae the Rallway 
Act specifically enacted to eliminate discriminatory prac- 
tices on the part of the Pate Section 252 stipulated 
that all tolls levied by the railways should be charged 


equally to all individuals under similar circumstances and 
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conditions. -While the Act permitted lower rates Torelarser 
quantities and longer distances, no rate could be levied by 

a railway that discriminated between localities. The Board - 
of Railway Commissioners, established in 1903, was specifically 
directed not to approve a lower rate for a commodity trans-— 
ported a longer distance than that for a eo ud transported : 
shorter atevatne! unless the Board was satisfied that-com- 
petition from other modes of transportation warranted such 
action. 

Section 253 obligated railway companies’ to provide 
facilities Pontrene reriatand delivering sommod fhe witout 
partiality so that a company or a particular person would 
not be given "undue" or "unreasonable" preference or advan- 
tage over another party. The Board of Railway Commissioners 
was directed to determine as a question of fact whether 
companies or individuals were receiving "undue or unreason- 
able preference or advantage", within - the meaning of ee 
Act. In Bagh tienlsthe Board was empowered ee determine by 
regulation the meaning of the phrase "substantially similar 
circumstances and conditions" and "unjust or unreasonable 
“preferences, advantages, prejudices or disadvantages" within | 
the meaning of the Act. Section 254 stipulated that, should 
-a-company be charged with employing discriminatory practices 
in the determination of freight rates, the burden of proof 
that such a practice was not unjust or unreasonable rested 


with the company. In considering such cases, the Board was 
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directed. to consider whether a lower rate was necessary for 
securing additional traffic. 

Finally, Section .257.0f the Act stated that any 
tariff that was considered £0 be "unjust or unreasonable” and 
contrary to the provisions of the Act could be disallowed 
by the Board. The Board Wes empowered to substitute a tariff 
satisfactory to the Board in its- place and .specify when the 
tariff would come into force. 

Despite these amendments in 1903, the railways en- 
gaged in pricing practices that resulted in inequities within 
the freight rate structure. For example, the terms of.an 
agreed charge negotiated by a railway were outside the terms 
of reference of the Railway Act. In addition, the criteria 
of. unjust shanclieter ee ait "undue preference" for deter- 
mining rates were so vague that. it permitted the railways. 
to engage in pricing practices that resulted in higher 
freight rates in Western Canada. No attempt will be made at 
this point to assess the Board of Railway Commissioners’ de- 
cisions and rulings with regard to various sections of the 
Act. Such a review will be included at a later point in | 
the chapter. | 

Despite the enactment of these amendments in 1903, 
Western Canadians continued to express concern over the in- 
equities in the freight rate structure as it applied to. 
Western Canada. Western Canadian politicians continued to 


urge the federal government to enact additional regulations 













, Ligcoom OF bate 


L is eens Be 


& wre 
ii’ 
< ¢ ~~ 
A oe 


: wt “‘olvts 
oF 
: ‘ borg 
( 4 mot 
~ Bo 
, S ois A 
5 y % 
5S ; : V¢ 
=! tw © 
ae 
; Lt ts ] af 
- E ‘ ae “+ 
at ey . 4 P r 
bite BS v > L0G 
’ : pak Bre « 
itv zie betas 
( 1 2 T ‘i caue : 
. Woes 
<tSsq a a dy 
SNS y ae 
Puna dh Sitar hawks -anned. e) Sopersl sane, of siiqsel. ay 


Sfeaghu..o2 Peigieeie-. att 


aie aa * Bor P 


- 


LAL 


that would limit the ability of the railways -to engage in 
discriminatory pricing practices. No further amendments 
pertaining to the criteria for the determination of freight 


- rates were enacted until ners 


2. Amendments of 1951 and 1952 
The amendments enacted in 1951 and 1952 implemented 


several of the recommendations of the Turgeon Royal Commis- 


5 


Sion. The Turgeon Royal Commission was established by the 


federal government in response to the demands of Western 
Canada that the legislation establishing the criteria for 
the determination of freight rates be reviewed. The Commis- 


sioners summarized the events leading up to the establish- 


a 


ment of the Royal Commission in the following manner: 


It appears therefore from the above recital of 
“events and from the terms of the Order in Council 
that the Government was moved to institute this 
‘inquiry by certain representations made to it on 
behalf of those areas of Canada which lie outside 
the central area. These representations are two- - 
fold in charafter. They declare in thé first 
place that these sections of Canada are in an un- 
favourable position, in comparison to the central 
area, because of the "economic, geographic and 
other disadvantages" which burden them. They then 
‘0 on to say in ‘the second place that, by reason 
of these disadvantages, these sections are con- 
fronted with difficulties arising out of the 
situation in which they are placed in respect to 
transportation and, ‘in particular, by cértain in- 
equities which are said to be found in the, . 
existing tarlife of 01 le eand rates ae rs 


The recommendations of the Turgeon Royal Commission 
that are of particular concern to Western, Canada .can.be 
categorized into three subject areas: horizontal percentage 


rate increases, long and short haul discrimination, and the 
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-equalization of freight rates. 


(a) Horizontal Percentage Rate Increases 


One of the longstanding erievances of Western. 
Canadian politicians has been that the application of hori- 
zontal rate increases accentuated Mee disparities in 
“the AS rate structure and ageravated the disadvantages . 
suffered by Long haul oo hanes a The series of horizontal 
increases beginning after 1945 revealed the full impact of 
these increases on eheatretgnt rate ears As a result, 
the Provinces of Manitoba, Saskatchewan, and ADbene urged 
the Commission to recommend that an amendment to the Peau 
Act be enacted that would forbid any increase inerreight 
rates by the “horizontal method". 

The Royal Commission was extremely critical of the 
practices employed by the railways of increasing freight 
rates in this art Despite their concern, the Commis- 
sioners concluded that it was not possible to prohibit this 
practice by statutory amendment. The solution proposed wh 
the Commission was that the railways and the Board of 
Transport Commissioners be ee to undertake studies 
in an attempt to determine alternative methods for applying 
rate increases. Therefore, while the Commissioners were 
extremely critical of past practices on the part of the 
Board in granting horizontal: percentage rate increases, they 


failed to recommend that the Railway Act be amended in such 
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© a fashion: that these practices would either be restricted. or | 
Me cinated.—° As a consequence, no amendment to this effect 
was enacted by the federal government. Despite the criti- 
cisms of the Commissioners, the Board continued to approve 

a series of horizontal percentage rate increases from 1952 


He 19591" 


(o) Long and Short. Haul Discrimination 

| The Province of Alberta in its representations to 
the Royal Commission was extremely critical.of the provisions 
in the Railway Act that failed to restrict practices on the 
part of the railways that resulted in “long and short haul 
Bee ininetion! oo In its formal brief, the Government of 
haiberta proposed that the Board of Transport Commissioners 
examine the level of transcontinental rates levied by the 
| railways, and that an amendment be included in the Railway | 
Act that would outlaw long and short haul discrimination. 

The Royal Commission was impressed.with the argu- 

ments advanced By Western Canada and they recommended that 
the Railway Act be amended to provide "That when competi- 
tive transcontinental tariffs are DueLSnbigey the railways, 
such tariffs shall contain a provision that the rates to or 
from intermediate points shall not exceed the transconti- 


a This recommendation 


nental rates by more than one-third". 
was enacted by the federal government as an amendment to 


the Railway Act in 1951 and the amendment was referred to 
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" ue 


mom che. “one and. one third rule". 


The railways strongly opposed the enactment of the 
"one and one third rule",©? They argued that if they met 

the competition from water carriers on the West oant and re- 
duced their transcontinental rates accordingly, they would 
lose revenue on traffic to intermediate points in Western 
Canada whenever the rate was more than thirty-three per cent 
greater than the rate to Vancouver. The railways resolved 
the dilemma however by noting that agreed charges were regu- 
lated by the Transport Act and not by the. Railway ees 

a result, the railways argued that agreed. charges were 
exempted from the one andtiones third rule.:? Thus, the rail- 
ways maintained their rates to points in Manitoba, Alberta 
and Saskatchewan at the original level, cancelled all their 
competitive transcontinental rates to Vancouver and pub- 
lished agreed charges in their place. 

‘The Western Canadian provinces immediately protested 
mthe action .of. the railways to the Board of Transport Com- 
missioners. The Board ruled that the railways could 
“substitute agreed charges for competitive rates urider the 
terms of the Railway Act.“? Thus, the railways were free to 
negotiate agreed charges without any regard for the pro- 
visions of the one and one. third rule... In'a series. of cases 
before the Board in 1955 and 1956, the Government of Alberta 
challenged PR eeBesmdas earlier decision without success.” 


The rulings of the Board that upheld their original decision 
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were appealed to the Governor-in-Council. The Cabinet de- 
cided that the entire matter should be referred to a Royal 
Pommission for study and, in 1955, the Royal Commission on 
Agreed Charges was ee ached | 
In its report, the Royal Commission noted Caney with 
the growth of competing modes of transport in Western Canada, 
mheeportion of rail traffic that was secure from competition 
was decreasing at a rapid rate. The freedom of the railways 
Bemad just the rate structure so as to achieve certain desired 
results had disappeared as a result of competition. Thus, 
the Commission recommended that the railways be free to 
publish agreed charges without the restrictions of the one 
and one third rule. In 1955, the Transport Act was amended 
in such a manner that agreed charges no longer required the 
Board of Transport Commissioners ' aL aren sae However, the 
Board retained the power to fix a charge for a shipper who 
believed that he was unjustly discriminated against. Finally, 
the Board was given the power to alter any agreed charge 
what had been referred to it by the Minister of Transport 


or by the Governor-in-Council for its consideration. 


(c) Equalization of Rates 

At the public hearings held by the Royal Commission 
of 1948, the three Prairie Byoyindés Mrenéwed theLpade= 
mands for the enactment of a specific provision in the 
Railway Act stipulating that the equalization of freight 


rates in all regions of Canada was to be a major objective 
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of federal transportation policy.”7. In response, the rail- 
ways noted that while the equalization of freight rates was 
-a highly desirable objective, the realization of such a 
policy would be an impossibility if the revenue position of 
the railways was to be protected. . The: Canadian Pacific. 
Railway noted that legislation guaranteeing reduced rates. 
on the movement of grain in Western Canada and on all traffic 
in the Maritimes would have to be removed from the statute 
books if the policy of equalization was to be achieved. The 
Turgeon Royal Commission in its final report observed that 
the principle of Aiea tee mciuars of freight rates had been ac- 
Sepved in all parts of-the country and that such a policy 
objective should be enacted in a revised Railway Act. How- 
ever, A. W. Currie, commenting on the recommendation of the 
Turgeon Commission, noted that the policy of equalization 
was not. universally accepted in all parts of Canada.?- Ol 
example, the Maritime Provinces wn the railways had opposed 
the principle of equalization. In addition, the Provinces 
of Ontario and Quebec were not represented at the hearings 
of the Commission. ; 

While urging the government to adopt the Se teaelcsa 
of equalization, the Commissioners were careitul to point out 
that such a declaration must of necessity be qualified. 

Thus the Commissioners outlined several instances, such as 
international, export, CnRtTaoe ERE MC and statutory 
Bei rates, where the policy of equalization could not be 


achieved. The Commissioners summarized their views on the 
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policy of equalization in the. following manner: 

The objective of equalization is something which 

can only be attained after considerable study by 

the Board and by the railways. Undoubtedly. many 

serious problems are involved, for example, the 

effect that the proposals may have on railway 

revenues, on established industries and on trade 

and market patterns. All of these things are 

matters of the utmost importance. Having regard 

to. the large number of rate: changes which will 

be involved, the problem is one peculiarly for 

the Board to resolve finally after the General 

Freight Rate Investigation and after all parties: 

who may be affected by the proposals have had an 

opportunity of being heard. . . .31 

The federal government accepted the recommendation 

of the Turgeon Royal Commission and in 1952 the Railway Act 
was amended in such a manner that, subject to the exceptions 
specified, “every railway company shall, so far as is reason- 
ably possible, in respect of all freight traffic of the same 
description, and carried on DbEpUpOm like kind "of «cars or 
conveyances, passing over all lines or routes of the company 
in Canada, charge tolls to all persons at the same rate, 


BZ 


whether by weight, mileage or otherwise". _ Those rates 
specified in the législationtrér exemption from this general 
policy statement were international rates between Canada and 
the United States, rates on export and import rere ene onan 
Canadian ports, the provisions of the Maritime Freight Rates 
Act, agreed charges authorized by.the Board under the Trans- 
port Act; the Crow's Nest Pass rates on grain, and on any 
occasion when the Board consideréd that.such an exemption 


should be made. “Therefore: while the federal government had 


accepted the principle of equalization of freight rates in 


< 
» 
ea, § T Ae 
— hy nf : 
> ee a4 « 
aet' wv 


1 oe i. & 
- a * 
7 
: 
> * ) 7 
rs ba 
ve 
, 
s 
‘ 
‘ 
~' 7k 4 
rt 
. ' 
¥, 
‘ ) 
jy 
y 
- 
mt 
J 
6 
» be dy 
- ¢ a 
Lot. shaed 
¢ 
- F oe Oa ¥ ‘ 
i 
i * | 
‘ wet 2>-E 4 





| re se vt-egatats bein 


NY of wile 5 ‘tog 5 7 


sad jaa Site. 27! wf beoltoding > ian fas 

ie ate Vers, ac, ae: +: = val 

2: ee i estore Se sain 
a, se 


i 
- 4 _ - 7 
: 7 a. 
. Ah al cy 





148 


Mall: parts of Canada; the exceptions:to that provision and the 
directive to the Board of Transport Commissioners encourag- 
mane them to work towards the goal of equalizing class and 
‘commodity rates created innumerable ee ao tes une had to be 
overcome before the policy objective could be realized. In. 
fact, the equalization of freight rates was never fully 
implemented before the establishment of the MacPherson Royal 
Me asion and the freight rate freeze Shae aie in 1959 by 


the federal government. 


D. SUMMARY 
A summary of those provisions of the Railway Act 

establishing the criteria for the determination of freight 
rates is in order. Such a review will facilitate comparison 
of the provisions of the Railway Act establishing the eri- 
teria for the determination of freight Daee ne similar 
provisions found in the National Transportation eae 1967. 

1. The Board of Transport Commissioners was empowered 
“Seah a ip determine and enforce just and reasonable rates, 
and to ahiaet and alter rates as changing conditions or 
cost of transportation may from time to time rogaine: 4 
This provision did not extend to special statutory SrGvisions| 
respecting the Crow's Nest Pass rates on grain and flour, 
agreed charges under the Transport Act, and rates on,pre- 
ferred movements under the Maritime Freight Rates Act. 

2. The Board was empowered to ensure that all rates 


should be charged equally to all persons regardless of weight 
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for Pitease: ‘In addition, the Board through regulation was 
to ensure that rates did not eee: in “unjust discrimina- 
tion", "undue or unreasonable preference or advantage" or 
"prejudice or disadvantage" to any shipper or locality 
within the terms of the Rate Nees 

3. The Board, under Section 336, was empowered to 
implement the national freight rate policy. designed ta 
‘equalize freight rates in all regions of Canada subject to 
the exceptions outlined earlier. Any rate that, in the 
opinion of the Board, was contrary to the national policy 
could be disallowed. | | 

ay The Board was empowe red to disallow any rate that, 
in the opinion of the Board, was considered to be unjust or 
unreasonable or contrary to the provisions of the Railway 


het. 





3 5. Before a competitive rate was to come into force, 
the Board could obligate the railway company to provide evi- 
dence to indicate that competition did+in eaee exist, that 
the rate was compensatory, and that the rate was not lower 
than necessary to meet the competition.” 

6. In the determination of competitive rates. for 
transcontinental traffic, the Board was directed to ensure 
that the transcontinental rate should not exceed, by more 
Beer ote <thind, the competitive rate published to an avers 
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The events surrounding the enactment of amendments 
to those sections of the Railway Act outlining the criteria 
for the establishment of freight rates: were characterized 
by the attempts on the part of the federal government ata: 
weeulate those practices on the part of the railways ‘that 
were considered to be discriminatory in pee On each oc- 
Beton when the Rap Wee Act was amended, the hin ae PA 
such amendments came from the report of a Royal Commission 
or from the demands of a particular region of Canada that 
the activities of the railways be regulated in a more re- 
strictive fashion. Despite the attempts of the federal 
government to define those practices on the part of the rail- 
ways that would be illegal, ae Board of Transport 
Commissioners was forced to interpret such vague phrases as 
Bien saat discrimination" and "undue re copenaer: In the vist 
of Western Canadian politicians, the amendments to the 
Railway Act did not eliminate those pricing practices that 
ereated the inequities in the freight rate structure in 
Western pened GnscereRenes federal ices while. 
initially framed in a broad national caer had been modi- 
fied over time in an attempt to ate: Leeder 3 
regional Pea tat and demands. <A. W. Currie summarized 
ae dilemma faced. by the politicians at both the federal eae 


provincial level. when he wrote: 
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To a considerable extent, the .Canadian 
rate-making problem has become a matter of sat- 
isfying diverging regional interests without 
eon ke be Sy ruining both railways in the process.: 
SECTION IT 

eer ont reroine obsess mili be eoneerned wi tye 
review of the administrative agencies established by the 
federal government to administer the provisions of the 
Railway Act establishing the criteria for the determination 
of rates. The two administrative agencies established by 
the federal government were the Railway Committee-of the 
Privy Council and the Board of Railway Commissioners. In 
1938, the Board of Railway Commissioners was renamed the 


Board of Transport Commissioners. 


A. The Railway Committee of the Privy Council 

The Railway Committee of the Privy Council, esta- 
blished in 1868, , was composed of four members of the Privy 
Council appointed by the Governor-in-Couneir. *° The duties 
of the Committee under the terms of the Act were confined 
exclusively to the supervision of regulations pertaining to 
safety standards for the construction and Ae ecttys 
railway lines. The Railway Committee had no authority to 
regulate freight rates prior to 1888, when the Railway Aot 
extended the jurisdiction of the Railway Committee to include. 
the supervision of those provisions of the Vaeegey ers regu- 


Bating the level .of freight rates. 
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The ‘amendments enacted in 1888 empowering the Rail- 
way Committee to regulate freight rates were extremely vague 
and very difficult to ee tee Cae Aa pectron 11 of 
the Act empowered the Committee "to inquire into, hear and 
determine any application, complaint or dispute respecting 

me. tolls and rates for tnd Per tion of passengers 
and eet eht; the adjustment of such tolls and rates between 
companies; unjust preferences, discrimination or nee ee 
In addition, the Railway Committee was obligated to appoint 
individuals to inquire into any dispute brought before the 
Committee. At the diseretion of the Committee, any decision 
or order made by the Committee could be enforced as an order 
of the Exchequer Court of Canada or of a Superior Court of 
any province of Canada. Cases before the Committee could 
be submitted to the Supreme Court of Canada for an advisory 
opinion at the discretion of the Committee. Every decision 
and order of the Committee hee subject to an appeal to the 
Governor-in-Council. 

_ Any assessment of the role of the Railway Committee 
with regard to the regulation of freight rates must be ex- 
tremely general in that of the 408 cases considered by the 
Committee only seven of the cases dealt with the question 
| of See Professor oe Je Ne bean; vinsnisarepors 
BO the federal ERP R Ra ee in ee was at hes CrivLcals on 
the poli * bee S performance. idee the factors eb sus ce 


the effectiveness of the Committee, in Dr. McLean's view,. 
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was the failure on the part of the Committee to travel 
throughout the nation to hear cases in each Eyed ae the 
country. The Committee was permanently situated in Ottawa 
and, as a result, individuals and companies jnbjicaa ae pre- 
'sent cases before the Committee were forced to travel to 
Ottawa au great expense. ..As a result, many legitimate 
erievances that should have been considered by the Committee 
Mere never brought to their attention. A second factor that 
limited the effectiveness of the Committee was that the Com- 
Mectee attempted to.perform both a political and an 
administrative function. Thus, the Committee was attempting 
to settle matters that were essentially of an administrative 
Mature in a highly Pa eeicay Sot es ens rt ps virtually 
impossible for Cabinet Ministers to exercise their duties 
Without personal or political bias. Because of the nature 
of the appointments to the Committee, there were frequent 
changes in its personnel. Thus, the inability of the Com- 
mittee to develop a consistent policy in its rulings in the 
freight rate cases severely restricted its effectiveness. 
An additional limiting factor was that the members. of the 
Committee did not possess the necessary expertise to evalu- 
ate the evidence presented by the witnesses that appeared 
before them. 

The inability of the Railway Committee of the Privy 
Council to regulate the activities ofthe Pea one ee te 


increasingly obvious to both the general public and to the 
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government. As a. result, the federal government accepted 
the major recommendation of the Royal Commission on Railway 
Grievances and, in 1903, established the Board of Railway 


Commissioners. 


B. The Board of Railway Commissioners 

fee, OTLein 

In 1899, a Royal Commission headed by Dr. S. J. 

McLean was established by the federal government to review 
grievances in various regions of the country regardng in- 
equities in the sees ean rate structure and to make recommenda- 
tions to the federal government regarding future governmental 
control over the activities of the ects In making 
his recommendations, Dr. McLean was influenced by the per- 
formance of the Interstate Commerce Commission in the United 
States and by the Railway Commission in Great Britain. In 
his report, Beate eaumendea the creation of a three-man 
Board consisting of one lawyer, one man experienced in busi- 
ness and one man who possessed 4 thorough knowledge of 
railway affairs. The proposed Board would assume the duties 
of the Railway Committee of the Privy eau and would have 
authority to regulate the issuing of stocks and bonds by the 
railways, to inquire into the necessity for the establish- 
ment of new railways, and to arbitrate wage disputes. 
Finally, Dr. McLean recommended that the individuals appointed 
to the Board be paid a sufficient salary and that their 


Genure -inioffice be of such duration that the Board would 
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have an "efficient and commanding personnel". ‘The govern- 
ment accepted the major recommendation of the Royal 
‘Commission and, in 1903, the Board of Railway Commissioners 
was created. 

Speaking in the House of Commons on March 20, 1903, 
the Honourable A. G. Blair, Minister of Railways and Canals, 
outlined at great length the reasons for the government's 
decision to establish the Board of Railway Commissioners. 
During the course of his speech he summarized the objectives 
of the Board. He said: 

The proposal is to abolish the existing Railway 
Committee of the Privy.Council, and to substitute 
for that body a railway commission composed of 
members independent of the government, independent 
of Parliament in a practical sense, though not in 
the broadest sense, and capable, as we think and 
hope they will be, by experience and ability, of 
making thoroughly effective the legislation we are 
now Pe Ste 2O Place Oi the, statute book... oe 
pepe vUrisdiction’ of the Board 

The Board of Railway Commissioners, just as any 
other administrative board or agency established by Parlia- 
ment, possessed only those powers that were given to the 
Board by statute. The powers of the Railway Committee of 
the Privy Council were transferred to the Board in 1903. 

In addition, the Board was empowered, under the terms of the 
Railway Act, to regulate the fares and rates charged by 
railway companies subject to its authority. The Board 


possessed the power to inquire into any application by any 


party with regard to the activities of any company or person 
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-who failed to comply. with the provisions of the Railway Act. 
Finally, the Board was empowered to hear and to determine 
all questions of law and fact within the terms of the Act. 

The. Board"s jurisdiction was expanded on several 
Meeions. In 1908, the jurisdiction of the Board was: ex- 
tended to include the Peau anicn of express, telegraph and 
telephone companies Neo sake) 1929, the Board was empowered to 
regulate the tolls on international bridges and tunnels. 

In 1933, the Board's jurisdiction was expanded -to include 
the issue of rail line abandonment and in 1938 the Board was 
given responsibility, under the Transport Act, for the regu- 
tation of certain aspects of air and water transportation 
and over agreed charges. With the increase in the juris- 
diction of the Board in 1938, it was renamed the Board of 
Transport Commissioners for Canada. .In 1949, the Board was 
charged with the responsibility for regulating inter- 
provincial. and international pipelines. 

There have been several occasions when Parliament 
has restricted the jurisdiction of the Board. The most 
notable example was in 1944 when the responsibility for the 
regulation of commercial aviation was transferred to the 
Air Transport Board. Generally speaking, however, the juris- 
diction of the Board has increased since its creation in 
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3. Composition: of the Board 

ice ee the Board was composed of Hees members 
appointed by the Governor-in-Council. Each Commissioner 
held office during good behaviour for a period of ten years, 
or until age seventy-five. Commissioners were eligible for 
re-appointment. Under the terms of the Act, the Governor- 
in-Council was empowered to designate a "chief commissioner" 
and a "deputy chief commissioner" with erch individual hold- 
ing his appointment as long as eer ened a member of the 
: In 1908, the composition of the Board was enlarged 
feoesix with the stipulation that the Chief Commissioner and 
the Assistant Commissioner be either a judge of a Superior 
Source Of Canada or of any of the provinces, or a barrister 
or advocate of at least ten years standing. In 1948, the 
Act was again amended to provide that the Chief Commissioner 
be chosen from among the Chief Justices of the Exchequer 
Pourc. Beginning in 1957, the Chief Commissioner, on his 
appointment to the Board, ceased to be a Chief Justice of 
the Exchequer Court. The Railway Act did not at any time 
stipulate any particular qualifications regarding the train- 
ing and expertise necessary for the other members of the 


Board. 


4, Procedures of the Board 
The Board .as constituted under the. terms of the 
Railway Act was a Court of Record and was so recognized by 


, Ly 
Other courts. ? The Board possessed all the powers and 
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privileges vested in a Superior Court for the exercise of 
ee Ger isai tion: Dhetstatustol thes Board’ as. a@ Court!-was 
recognized by Speakers of the House of Commons and in 
Beauchesne'’s Parliamentary Rules. Any decision or order of 
the Board could be made an order of the Exchequer Court; 
however, the Board could enforce its decisions and orders 
by its own actions. 

The Board was empowered to make ite own rules of 
procedure and a series of standardized rules of procedure 
were adopted. Finally, the Board possessed the power to re= 
view or rescind its orders and decisions and to re-hear an 
application. The Board accepted the practice that a 
decision of the Board would not be re-examined unless the 
Board was persuaded on the basis of new evidence that the 


original decision was incorrect. 


5. Appeals 

Any Mee eure rendered OF the Board could be appealed 
to the Supreme Court of Canada on a es Oncor wurisdiction 
with the consent of a judge of the Supreme ee On 
questions which, in the opinion of ane Board, dealt aire 
questions of law or of jurisdiction or both, the decision 
of the Board could be appealed to the Supreme Court having 
first obtained the consent of the Board. The final avenue 
of appeal was to the Governor-in-Council. Any decision of 


the Board could be appealed to the Governor-in-Council for 


a final decision. 
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It is interesting to speculate as ae the reasons 
for the inclusion of three avenues of appeal in the legis- 
lation establishing the Board of Railway Commissioners. 
It was the objective Rayilic government when drafting the 
legislation to include a provision in the law that would 
establish the Governor-in-Council as the final court of ap- 
peal. An Seceat to the Governor-in-Council would enable an 
iiterested party to raise the issue at Cherelle ica? level 
in the hope that the Cabinet would consider the political 
implications of a decision and impose a political solution. 
Thus, the government was extremely reluctant to delegate all 
responsibility for the administration of the Railway Act to 
the Board of Railway Commissioners. tt was for this reason 
that the provision for an appeal to the Governor-in-Council 
was included in the legislation. 

Only a very small number of cases have been appealed 
to the Supreme Court or to the Sapiens Currie has cal- 
culated that, from 1904 to 1950, only seventy-nine of the 
Board's 2,300 formal cases were appealed to the Supreme 
Court of Canada, and fifty-four: to the Governor-in-Council. 
The Board's judgment was reversed on sixteen occasions by 
the Court and on three occasions by the Cabinet. The Board, 
on its own initiative, referred seven cases to the Supreme 
Court. In the 1940's and 1950's, two appeals on general 
NS 


freight rate cases were referred to the supreme Court. 


In one case, the Supreme Court rejected the application for 
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appeal, but in the second case, the Supreme Court criticized 


mie board for not carrying out its functions as required by 
54 


law. 


The Turgeon Royal Commission of 1948 reviewed those 


55 


eases that were appealed to the Governor-in-Council. 
Their analysis revealed some interesting facts. For example, 
with only the occasional exception, decisions of the Board 
granting general increases in rates or Eee increased 
rates on grain were appealed to the Governor-in-Council. 
On no occasion was the Board's decision overruled by the 
Cabinet. Secondly, twenty-six of the fifty-four appeals to 
the Governor-in-Council were concerned with specific issues 
such as rail line abandonment and the location of crossings, 
sidings, spur tracks and railway stations and did not in- 
volve the issue of freight rates. Finally, twenty of the 
fifty-four appeals dealt with the rates levied on particular 
commodities. In these decisions, the Cabinet supported the 
original feist Gee the Board. 
The Cabinet has devised general’ ground rules. to as— 

sist Ministers in rendering a decision on these appeals. 
For example, in an Order-in-Council in 1933, the Cabinet 
enunciated what has come to be considered as the general 
guidelines governing its decisions on appeals: 

A practice has grown up not -to interfere with an 

order of the Board unless it seems manifest that 

the Board has proceeded upon some wrong principle, 


or that it has been otherwise subject to error. 
When the matters at issue are questions of fact 
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depending for their solution upon a mass of 

conflicting testimony or are otherwise such 

Bor une woOArCo Ss particularity fitted, to-deter- 

mine, it has been customary, except as afore- 

said, not tg interfere with the findings of 

the Board. | 

The hearings of the Turgeon Royal Commission pro- 

vided an opportunity for both the railways and the provinces 
to make Peers fers tiene regarding possible changes in the 
appeal mpOyiatong?* The Governments of Manitoba, Alberta, 
and Saskatchewan urged the Commission to recommend the re- 
tention of the provisions for making appeals to the 
Governor-in-Council and that provisions for appeals to the 
Supreme Court should be removed from the legislation. 
Among the arguments advanced by the provinces were that they 
would “never be satisfied" to have the Board of Transport 
Commissioners as the final court of appeal; that the rail- 
ways are instruments of national policy, thus the Federal 
Cabinet should review those decigions that affect the entire 
economy; and that the small number of appeals upheld by the 
Governor-in-Council indicated that in fact the Cabinet had 
mot become involved in the activities of the Board. . In its 
brief to the Commission, the peneat an Paces? Railway urged 
the Commissioners to recommend that the provision for ap- 
peals to the Governor-in-Council be removed from the legis- 
lation. Among the reasons advanced by the Railway for such 
Bee on was that this would eliminate appeals to a politically 


motivated body and would ensure that the Board would render 


its decisions-in an- impartial way. 
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The Government of Manitoba, in a separate brief, 
encouraged the Commissioners: to revise the Railway Act in 
such a manner that it would eee "the Governor-in-Council 
‘to give directions to the Board in wespect ofpolicy”’. The - 
Manitoba Government contended that the power to give "direc- 
tions" would give the Governor-in-Council the power to | 
dictate matters of "policy". 

| In its report to the government, the Turgeon Royal 
Commission recommended that the appeal provisions in the 
Railway Act be retained without amendment. In. recommending 
such a course of action, the Royal Commission noted that 
Parliament had in the past taken the position that the 
federal government should take an active interest in the 
operation of the railways. In the words of the Commission, 
"Canadian railways have been projected and built as mani- 
festations of public policy, usually with financial assis- 
mance recommended by Government, agreed’to by Parliament, 


and paid for by the people of the sae ee 


Oot Decisions and Rulings of the Board 


A review of the Literature concerned with the 
development of Canadian transportation policy reveals that 
there are certain cases and decisions that stand out from 
the others in terms of their impact on the freight rate _ 
structure in Western Canada. A summation.of the cases per- 
taining to the equalization of rates and to horizontal 


. bercentage rate increases will serve to illustrate the impact 
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Or tne Board's decisions. 


(a) . The Equalization of Rates 

Variations in the level of rates charged by the 
railways in various regions of the country has been a long- 
standing grievance articulated by Western Canadian 
politicians. In response to this demand, the federal 
government enacted a series of amendments to the Railway Act 
restricting the ability of the railways fs employ practices 
that created inequities in the freight rate structure in 
Western Canada. The attempts on the part of the federal 
government to enact such regulatory provisions have been 
documented. Generally speaking, rates ti ee be. just and 
reasonable" and carriers wece to avoid "unjust discrimination" 
and “undue preference" among shippers when levying rates. 

Between 1903 and 1930, the Board of Railway Commis- 
feovers considered many cases dealing with alleged discrin- 
inatory practices on the part of the railways. Between 1930 
and 1958, the number of Eee brought to the Board decreased 
sharply. A. W. Currie has speculated that the reason for 
the decrease in one number of cases in recent times was that 
the railways had come to know their rights under the law and 
that the shippers were reluctant to incur the expense of 
bringing a case before the Board unless they were certain 


oo 


that they had a strong case. The first major case to come 


before the Board for a decision was the Western Rates Case 


of 1914; °° 
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Western Rates Case (1914) 

Beginning in 1911, the federal government received 
complaints from various groups in Manitoba, Saskatchewan, 
and Alberta that the rates being charged by the railways in 
Western Canada were higher than the rates being charged in 
Eastern Canada (Ontario end Quebec). In addition, the 
Board received complaints of "unjust discrimination" on, the 
Part of the Canadian Pacific Railway from various groups in 
Alberta and British Columbia. For example, the Canad 7an 
Pacific Railway was charged with levying higher tolls on 
goods moved from Vancouver to points in Western Canada than 
on goods being moved to points in Eastern Canada. The Board 
considered these complaints in the Western Rates Case of © 
1914. 

invite decision, tne Board “admitted “that ~therrates 
in Eastern Canada were in fact lower than the rates in 
“Western Canada. In response to the claim that low rates in 
Eastern Canada wane made possible by higher rates in Western 
peaada, the Board stated: 

The rates in Eastern Canada may be low, perhaps at 
certain points too low even in view of its geograph- 
ical advantages. It cannot fairly be said, however, 
that these low rates are in any manner the result of 
excessive Western rates. They are practically the 
rates which applied long before the profits of 


Western railway operations had anything to do with 
Canadian resources. 
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Clearly, the implication ‘of this decision was that railway 
rates would continue to be higher in Western Canada due to 
the monopoly position of the railways. Railway rates in 
Ontario and Quebec would continue to be lower because of the 
presence of competition from other modes of transport. The 
Board seemed to indicate that high freight rates ae a 
price that Western Canadians would have to pay for member- 
ship in Confederation. | 

On the question of discriminatory practices on the 
part of the railways, the Board noted that the Railway Act 
@adenot forbid all discrimination but only "unjust. discrim- 
ination" or "undue preference". Thus the Board ruled that 
differences in the level of rates levied in Eastern and 
Western Canada did not constitute "unjust discrimination", 


within the meaning of the Railway Act. The rate differential 


D 


was justified on the grounds that competing modes of water 
transportation and the competition of American railways 
necessitated lower rates in Eastern Canada ae Canadian rail- 
Ways were to compete. The Board stated on several occasions 
during the proceedings that each Heo? sede ne be weighed 

on its own merits and that it was virtually impossible to 
apply general principles to all cases. In the Board's view, 
it was impossible to establish firm principles that could 

be used to determine when and where discrimination ceaséd 

to be “just”. Each case in.the Board's view was to be con- 
sidered on its own merits with a view to determining whether 


the alleged discrimination was "undue, unfair or unjust". 
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Despite the fact that the Board had indicated that 
each case should be judged on its own merits, the Board at- 
tempted to develop a formula that could be used in the future 
to determine the reasonableness of particular rates. Such.a 
formula would establish guidelines for the Board in cases 
dealing with unjust discrimination. The Western Canadian 
provinces urged the Board to develop a formula that would 
have had the railways calculate their as on the basis of 
the cost involved in moving the good from point A to point 
B plus a specified percentage for overhead and capital 
charges. The Board was urged to use the Canadian Pacific 
Railway's cost and capital structure as the standard. for the 
calculation of rates. Instead, the Board developed a formula 
whereby railway rates would be calculated on the basis of 
ihe traffic dénsity onthe line. In addition, the rates 
levied by the railways were to ensure a "fair return" to the 
earrier. The definition of a "fair return" was to be left 
moemcie discretion of the Board. ~The formula proposed by the 
Prairie Provinces was rejected by the Board on the grounds 
that rates should be determined on the basis of the capital 
structure of the particular railway involved. 

The importance of the decisions rendered in the 
Western Rates Case by the Board of Railway Commissioners 
cannot be over-emphasized. The Board was forced to rule on 
a series of contentious issues that dominated the history 
of railway policy in Canada for the next thirty years. For 


example, the Board was forced to deal with the issue Otpa thie 
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equalization of rates between Eastern and Western Canada, 

and with the establishment of a formula that coula= be utilized 
myevne railways in the calculation of rates. In.Currie's 
view, the Board adhered to the decisions rendered in this 

case for the next thirty years. 

Despite the ruling of the Board in 1914 that each 
case involving "unjust discrimination" and "undue preference" 
should be considered on its own merits, a a sh of the 
Board's decisions in later cases revealed that the Board did 
develop two criteria that were used to determine if railway 
pricing practices violated the "unjust discrimination" and 


63 The 


mre undue preference” clauses of the Railway Act. 
first criterion was that the Board would permit discrimina-— 
tion provided that the evidence presented convinced the Board 
that the discrimination was not unjust or unreasonable. For 
example, in the Western Rates Case, the Board ruled that the 
higher rates charged in Western Canada did not constitute 
"unjust discrimination". In Currie's view, the only occasion 
where the Board of Railway Commissioners would rule that a 
particular pricing practice on the part of the railways 
constituted heres discrimination” was where "the person, 
commodity or district which is favoured has profited at the 
expense of the individual, article, or locality against 
which it is claimed the discrimination has taken pie 
The second criterion developed by the Board was that 


a complaint of unjust discrimination was not sustained: by the 


Board by the presentation of evidence to illustrate that 
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there were variations in the rates on various commodities or 
between various regions. The complainant was obligated to 
prove to the Board that his business had suffered as a re- 
sult of discriminatory practices on the part of the railways. 
Clearly, the burden of proof was on the individual and not on 
the railways to prove that railway pricing practices were a 
violation of various sections of the Railway Act. 

The Western Canadian provinces have been extremely 
critical of the Board's interpretation of the phrase "unjust 
discrimination”. For example, the Western provinces con- 
tended that in several cases the Board accepted statistical 
evidence and explanations from the railways that would not 
have been accepted in a court of ade The fact that the 
individual bringing a complaint before the Board was required 
to prove that the pricing practices of the railways were 
harmful to his -business limited the effectiveness of the 
provisions in the Railway Act. ‘The small businessman in 
Western Canada, in the provinces' view, possesséd neither 
the necessary expertise nor the fiscal resources to present 
a detailed statistical argument to the Board to prove his 
case. Furthermore, the cost involved in presenting a case 
to the Board was prohibitive. The rulings of the Board with 
regard to the "one and one third" rule were criticized by 
the Government of Alberta on numerous abana The 


Alberta Government contended that the Board failed to inter- 


Pret the “one. and one third" rule in a manner that conformed 
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with the spirit of the amendment or with the spirit of the 
recommendations of the Turgeon Commission. Bie 

Western Canadians have expressed the view that the Board had 
permitted the railway companies to engage in practices that 
elearly violated the provisions of the Railway Act. 

The failure of the Board to enforce the provisions 
of the Railway Act in such a manner that inequities in the _ 
freight rate structure in Western Canada Here eliminated 
led many Western Canadians to conclude that the existing 
provisions in the legislation were inadequte. Thus, Western 
Canadian politicians continued their demands for amendments 
to the Railway Act that would afford Wester Canada greater 


protection from the monopoly position of the railways. 


Horizontal Percentage Rate Increases 


(dD) 





During the Second World War, the railways were faced 
with increasing Ae and operating costs. To offset these. 
increasing costs, the railways applied to the Board of 
Transport Commissioners for a series of general rate increases. 
Between 1946 and 1958, the Board approved a series of hori- 
zontal percentage rate increases to setae the railways in 
meeting their expenses.0°” The precedent had been established 
ima series of decisions by the Board of Railway Commis— 
Sioners in 1917, 1918 and 1920 for such rate increases. 

Despite the recommendations of the Turgeon Royal Commission 


condemning. such rate.increases, the Board of Transport Com- 


missioners approved a series of these rate increases. 
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The Western Canadian provinces were extremely criti- 
‘cal of the practice adopted by the Board of granting 
horizontal percentage rate increases on the grounds that in- 
ereases in rates imposed in this manner reinforced existing 


69 


@iscrepancies in the freight rate structure. For example, 
the Prairie Provinces calculated that post-war rate increases 
had increased the general level of freight rates in Canada 

by 157%. Furthermore, the major impact of these rate in- 
ereases fell on Western Canada. . Because freight rates were 
higher in Western Canada than in Eastern Canada, any per- 
centage rate increase would increase the level of rates in 
Western Canada to a greater extent. In short, the Prairie 
Provinces accused the railways of exploiting their monopoly 
position in Western Canada to extract more revenue from 
Western Canadians with the consent of the Board of Transport 
Commissioners. The impact of the horizontal Pate increases 
on the freight rate structure in Western Canada was acknow- 
ledged by Mr. L. J. Knowles, a member of the Board, when he 
appeared before the Standing Committee on Railways, Canals, 
and Telegraphs of the House of Commons in April 1959. At 
fiat time, he indicated that 56.7% ofithe:trail traffic sub— 
ject to horizontal percentage rate increases moved in Western 
Canada, while only 26.5% of the traffic subject to these rate 
increases moved in Ontario and Giieneevas It was evidence 


such as this that convinced Western Canadians that the prac- 


tice of granting horizontal percentage rate increases 
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“accentuated existing disparities in the freight rate 
Seructure. 

in response to Western Canadian claims that hori- 
zontal percentage rate increases accentuated discrepancies 
in the freight rate structure, the railways claimed that such 
an increase in rates was necessary to generate sufficient 


va 


fevenue to offset increasing costs. the only alternative 
to horizontal percentage rate increases was, in the railways' 
View, that they be free to alter the level of freight rates 
without the approval of the Board. While the railways recog- 
nized that they should not have the same freedom to alter 
prices as do private enterprises outside the field of public 
utilities, they argued that they should have more freedom 
to adjust their rates to meet changing conditions. Thus the 
railways proposed that a new formula, "a rate-base-rate-of- 
return", be adopted as the basis for the calculation of 
mcs: such a formula would give the ree the power to 
set their own rates subject to the provisions of a general 
formula established by the Board that would restrict the rate 
of return that they could earn’ on their assets. 
Notwithstanding the impact of horizontal rate in- 
creases on the freight rate Structure in Western Canada, 
the most important issue faced by the Board during this period 
was the development of a formula that could be used by the 
Board to determine if the freight rate increases requested 


by the railways were reasonable. The formula developed by 
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the Board established "a permissible level of income" that 
could be earned by the patdwaye sco All requests for rate 
increases would be considered in the light of this formula. 
Among the variables included in the calculation of the per- 
missible level of income were the revenues from passenger 
and freight services. The revenues of the Canadian Pacific 
Railway were used by the Board in their development and ap- 
plication of the formula. The Board's objective was to 
establish freight rates at such a level that the Canadian 
Pacific Railway would meet its operating expenses (including 
depreciation and taxes), the rail portion of the corporation's 
fixed charges, a four per cent dividend on its preferred 
stock, a five per cent dividend on its ordinary stock plus 
eesurplus of approximately two per-cent on the company's 
total investment in rail property. The Western Canadian 
provinces objected to this fdrmula on the grounds that the 
railways would be free to increase rates within these general 
limits. Furthermore, the Board of Transport Commissioners 
would in effect be relinquishing its control over freight 
Pates.s-- The a harhaaces RSE were not accepted by the Board 
and the formula came into operation. 

With the adoption of this formula by the Board, 
each application by the railways for a freight increase pro- 
duced a confrontation between the radidwaye and the Western 
Canadian provinces. The Western Canadian provinces attempted 
to discredit the statistical evidence presented by the rail- 


way while the railways attempted to illustrate that the 
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requested rate increase was necessary to ensure that rail 
revenues were within the guidelines of the formula adopted 
by the Soard of Transport Commissioners. The Board attempted 
tO evaiuate the evidence presented’by the railways and on 
several occasions the size of the rate increase requested 
by the railways was slightly reduced. Many of the decisions 
of the Board were appealed by the provinces to the federal 
Cabinet without success.-> 

The Board of Transport Commissioners’ decision to 
approve these Leys increases did not enhance the Board's 


7H 


reputation and popularity in Western Canada. Many Western 
Canadians involved in the hearings before the Board expressed 
the view that the Board did not examine. the railways' figures 
in a detailed fashion and made no attempt to determine if in 
fact the railway's revenue position warranted such rate in- 
creases. Thus, the view was held by many Western Canadians 
that the Board of Transport Commissioners merely reduced 

mie requested rate increase by a particular amount and ap- 
proved the increase without any regard for the consequence 
arising from such a decision. Furthermore, the railways were 
virtually free to set their own level of rates within the 
general guidelines established by the Board. Thus, the 
-_Board of Transport Commissioners had indirectly accepted the . 
railway's proposal of "a rate-base-rate-of-return" formula 
meethe criteria for the determination of rates. In the wiew 


of many Western Canadians, such a formula offered little. or 


no protection for Western Canada. 
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In 1958, the railways were granted a further in- 


es 


crease of 17% in the level of freight rates. During the 
election campaign, Mr. John Diefenbaker promised Western 
Canada that he would not permit further freight rate in- 
creases until a Royal Commission had investigated federal 
railway policy. Thus, the Cabinet reduced the rate increase 
approved by the Board to 8% and introduced legislation that 
provided for a subsidy to the railways to compensate them 
for the lower rate inerens She The enactment of the Freight 
Rate Reduction Act in 1959 marked a major change in federal 
policy. The payment of-a subsidy conn railways was 
specifically designed to offset the impact of the horizontal 
rate increases on the freight rate structure in Western 
Canada. In addition to the payment of subsidies, the 
government announced that no further freight rate increases 
would be approved pending a complete review of transporta- 
tion policy. The provisions of the Freight Rate Reduction 
Act were extended on several occasions Sur caie legislation 
did not expire until 1966. In addition, the freight rate 
freeze announced by the federal government in 1958 was not 
removed until 1966. These changes in policy by the federal 
government. in 1958 were largely in Eisotnaeree the demands 
of the Prairie Provinces for a review of transportation 
Pokicy: | mde | 

In May 1959, the government announced the creation 


of a Royal Commission to investigate railway policy. 
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Speaking in the House of Commons, the Right Honourable 
John G. Diefenbaker reviewed the terms of reference of the 
Commission by noting that the Commission was instructed to 
consider inequities in the freight rate structure and the 
incidence of these inequities on the various regions of 
Canada, to review the limitations and restrictions placed 
on the railways by existing legislation, and to recommend 
amendments to the Railway Act with respect to the possible 
inclusion in the Act of a formula for the calculation of 
rates by the railways. During the course of his speech, 
the Prime Minister assured Western Canadian farmers that the 
terms of reference of the Commission did not include a re- 
view of the Crow's Nest Pass Rates on grain and flour. In 
Mr. Diefenbaker's view, the Agreement was “. .. part of a 
bargain that was made between the railways and the govern- 
ment on the one hand, and the settlers who went West on the 


other. We intend, in so far as this government is concerned, 


to see to it that that contract shall not. be broken... ."/° 
-With the establishment of the Royal Commission and 
the announcement that no freight rate increases would be 
approved until the Commissioners had presented their report 
to Parliament, the debate on the subject of freight rates 
and transportation policy in general shifted from the hear- 
ings held by the Board of Transport Commissioners to the 
hearings held by the Royal Commission. Numerous pressure 


groups as well as the provincial governments from Western 


Canada utilized the occasion to present briefs to the 
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Commissioners outlining their views regarding future changes 
in federal railway policy. The establishment of ene 

MacPherson Royal Commission in 1959 marked the opening of .a 
new era in federal transportation policy that culminated in 


the enactment of the National Transportation Kee Of. 1967. 


7. Assessment of the Board 
The performance of the Board has been the subject 
Beeeonstant criticism since its inception in 1903. For 
example, a review of the speeches made by Members of Parlia- 
ment from Western Canada in the 1920's revealed the dis- 
content of Western Canadians with the performance of the 


Beard.” 


The absence of adequate representation on the 
Board from Western Canada and the panies on the part of the 
Board to interpret those sections of the Railway Act dealing 
with “unjust discrimination" in such a manner as to elimi- 
nate inequities in the freight rate structure were two issues 
that here teolated for particular. attention on several, oc- 
easions by Western Canadian politicians. Several authors 
have Peectiated that the decision of the Cabinet in 1922 to 
refer the further suspension of the Crow's Nest Pass Agree- 
ment to a Parliamentary Committee rather than to the Board 
was in large part a result of Western Canada's lack of con- 
fidence in the work of the Beas IMeaddLtion,. ue 
haphazard way in which the Crow's Nest Pass rates on the 
movement of grain westward through the Port of Vancouver 


were applied did nothing to restore the West's confidence 
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sn the Board despite the favourable results of the decision 
for Western Canada. 

The Royal Commission on Transportation of 1948 pro- 
vided an opportunity for both the railways and the provinces 
to express their views regarding the performance of the 
ate The railways' major complaint was the delay between 
the time the railways applied for a rate increase and the 
actual decision of the Board. It is interesting to note 
meu the railways failed to point out in their brief that, 
in almost all instances, the Board had granted the requested 
rate increases. The Provinces of Manitoba, Saskatchewan, 
and Alberta were extremely critical of the Board's perform- 
ance. Among the major complaints were that the Board had 
mevled to exercise sufficient control over the railways, 
despite the fact that the Board had the necessary powers to 
limit certain practices on the part of the railways; that 
the Board did not act on its own initiative to investigate 
inequities in the freight rate structure; that the Board had 
failed to equalize freight rates in all parts of Canada; 
and that the Board had permitted the railways to continue 
practices that resulted in "long and short haul discrimina- 
tion". . Finally, the provinces noted that the Board had not 
considered the impact of the general rate increases on the 
freight rate structure in Western Canada and was merely 


ratifying the requests of the railways. 
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The remedies proposed by the provinces to strengthen 
the Board were rather vague and general in nature. For 
example, it was recommended that the "character of appoint- 
ments" to the Board should be improved and should include 
individuals not associated with the railways or with the 
federal Department of Transport, that the size of the Board 
should be enlarged to permit regional representation, that 
the Board be more active in making investigations, and that 
the power of the Board should be expanded to enable it to 
regulate the activities of the railways with more precision. 
The Royal Commission, in its report, did not make any major 
recommendations with regard to the structure and organization 
of the Board. Furthermore, the Commission did not include 
any recommendations to guide the Board in its work. While 
the Royal Commission isolated major problems and noted with 
_ precision ane complaints of the railways and the provinces 
with regard to transportation policy, it failed to make 
any recommendations that would substantially alter the terms 
of reference of the Board. In a minority report, Commis- 
sioner Angus noted that "the Commission set up traffic 
signals but did not floodlight the road". 

A. W. ese has observed that the Board's perform- 
face should be evaluated within the terms of the legislation 
that determined the scope of the Board's jurisdiction, and 
within the framework of an external environment that has 
seen many changes in transportation since 1903.0 In .Gurrie "s 


view, the terms of reference of the Board were essentially 
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the terms set out in the Railway Act of 1903. Given these 
restraints, he concluded that the Board had performed its 
duties with considerable success. 

There would appear to be substantial support for 
the views of many Western Canadians that the Board of Trans- 
port Commissioners became increasingly identified with the 
interests of the railways. This development is not unique 
to the Board of Transport Commissioners. Some authors have 
expressed the view that there has been a tendency for a 
‘regulatory agency to become increasingly identified with 
the interests of the industry that it was established to 
Beate.” A neien of the major decisions that influenced 
the freight rate structure in Western Canada reveals that 
many of the decisions rendered by the Board accommodated 
mneeinterests of the railways. For example: the decisions 
of the Board pertaining to horizontal percentage rate in- 
creases in the 1950's and the decisions of the Board with 
regard to the provisions of the Railway Act relating to 
"undue preference” and “unjust discrimination" illustrate 
the insensitivity of the Board to the demands of Western 
Canada for greater protection from the monopoly position of 
the railways. The Board's decision that the "one and one 
Erird rule" did not apply to agreed charges, in the view of 
the Prairie Provinces, indicated that the Board was ignor- 
ing the federal government's intentions in introducing such 
an amendment. In summary, the Prairie Provinces viewed the 


identification of the Board with the interests of the 
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railways and its failure to assess accurately regional de- 
mands for changes in federal policy as the two greatest 


Bt 


weaknesses of the Board. 


oe CONCLUSION 

The ne ee of transportation policy from 1867 to 
1959 was marked by the increasing intervention of the federal 
government ine ihe operation of the railways. Initially, 
governmental involvement was confined to the establishment 
and supervision of safety and maintenance standards for the 
construction and operation of railways. However, discrimi- 
Matory practices on the part of the railways and the 
inequities in the freight rate structure in various regions 
of Canada necessitated greater involvement on the part of 
the federal government. in the Pe celat On Osa raves . = rThus, 7a 
Series of amendments were enacted to the Railway Act that 
Mere designed to restrict discriminatory practices on the 
part of the railways, and to establish MOre rigid criteria 
for the determination of rates. With the growing involvement 
of the government, a regulatory board was established with 
the necessary authority to regulate and ane: federal 
railway policy. Despite the delegation of responsibility 
for the implementation of federal policy to the Board of 
Railway Commissioners, both the Cabinet and Parliament re- 
tained some involvement in matters relating to the operation 
of railways and to the setting of freight rates. For example, 


in one 1920's, Parliament was involved in the abrogation | 
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and suosequent restoration of the Crow's Nest Pass rates. 
Mie Cabinet, in the 1950's, heard appeals from the provinces 
regarding horizontal percentage rate increases. 

Many of the amendments enacted since 1903 by the 
federal government have been in response to particular 


regional demands. For example, the initial enactment of the 
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Crow's Nest Pass Agreement in 1897, the restorat 
rates at the insistence of the Progressive Members of Parlia- 
ment, the application of the Crow's Nest Pass rates on grain 
and flour moving through the Port of Vancouver, and the in- 
clusion of amendments designed to limit long and short haul 
discrimination illustrate attempts on the part of the federal 
government to reduce the incidence of national transporta- 
tion policies on Western Canada. These amendments in federal 
policy indicate the success of Western Canadians in articu- 
lating their demands to the federal government. While all 
Western Canadian demands were not accommodated, the major 
changes in transportation policy were enacted in response 
to the demands of the political actors from Western penne ene 
By 1959, it was recognized by the railways, the 
Board of Transport Commissioners and by the federal and pro- 
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vincial governments that the practice of granting horizontal 
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ailway industry was no substitute for a new railway 
policy. It became increasingly evident to all the parties 


that the terms of reference of the Railway Act governing the 
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regulation of freight rates and the operation of the Board 
of Transport Commissioners were no longer adequate to meet 
changing conditions. As a result, the Royal Commission on 
Transportation was established by the federal government to 
make recommendations for a new federal transportation policy. 
The enactment of the National Transportation Act of 1967 

saw the enactment of a new policy that altered the -ground 


rules governing the operation of the railways. 
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FOOTNOTES 


lgee W. A. MacKintosh, The Economic Background of 
Dominion-Provincial Relations (Toronto; McClelland and 
Stewart, 1964), pp. 61-63. 


écanada, Parliament, Sessional Papers (House of Commons), 
me02, Volume XXXV1I,..No..20A, pp. 3-79. ~The Report of the 
Royal Commission on Railway Rate Grievances and Regulative 
Legislation was printed in the Sessional Papers of 1902. 
This document will hereafter be referred to as the McLean 
Report. Details in succeeding paragraphs were taken from 
pp» 3-4 of this report. 


pIpia., ORS 


\Tbid., p. 34. Details in succeeding paragraphs were 
taken from pp. 34-36 of the report. 


Sree 


esection OPia0) sorsthe Srivish North Americal Act gives 
the constitutional authority to the federal government to 
regulate the activities of railways that cross provincial 
borders. 


“Railway ACG Oou,e Simi te. Cn. 00. 7 The section per— 
taining to freight rates was S. 12. Details in succeeding 
paragraphs refer to these sections of the Act. 


Bin his report, Dr. McLean outlined at considerable 
length the arguments advanced in favour of and in opposition 
to greater governmental involvement in the regulation of 
railways. In addition, various grievances arising as a re- 
sult of discriminatory practices on the part of the railways 
in the determination of rates were documented in the report. 
For details, see McLean Report, pp. 3-5 and 41-65. 


Ipailway Act, 1883, 46 Vic, Ch. 24; Railway Act, 1888, 
Peeve, Ch. 29. 


10pailway Act, 1883, 46 Vic, Ch. 24, S. 12, ss. 6. 


Ilpailway Act, 1888, 51 Vic, Ch. 29, S. 224, 225, 232. 


Details in succeeding paragraphs were taken from these 
Sections of the Act. 
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Ps a Gt & 
Tevicliean. Report, pp. 35-37 and 65-66. 


aa hepa ann ste 


SR aia Act; 1903, ( Bal MES OWE'SS,'S. 251-254 and 


257. Details in succeeding paragraphs were taken from these 
sections of the Act. 


Go rerrnent of Canada, Revort of the Royal Commission 
on Transportation (1948) (Ottawa: King's Printer, 1951). 
This report will hereafter be referred to as the Turgeon 
Meport. Railway Act, 1952, 15-16 Geo VI, S. 332A, 336 and 
337 





Se aeean Report, pp. 13-14, 


1? the views of Western Canada with regard to horizontal 
percentage rate increases have been referred to in Chapter 
Hil. in addition, seé-“furgeon Revort, pp. 50-62 for a 
statement of Western Canadian views. 





bed. ,) Pps OL-O2. 


19mor a discussion of the post-war horizontal. percentage 


mate increases, see A. W. Currie, Economics of Canadian 
Pransportation (Toronto: University of Toronto Press, 1959), 
pp. 102-116. 


20m rzeon Report, pp. 96-102. 
einid = epee 0). 


aa 
Seni, 


Railway Act, 1951, 15-16.Geo VI, Ch. 22, S$. 332By 


23x, W. Currie, op-cit., pp. 231-232 and 275-276. In 
an interview with Mr. J. J. Frawley in Ottawa on September 
9, 1971, he recalled the events surrounding the enactment 
Of the "one and one third rule" and-the reaction of the 
railways. Details in succeeding paragraphs were taken from 
these sources. 


2A mrans port Act, 1938. 
£530 "The Cast Iron Pipe Case of 1954", Canadian 


ee 
Par iway Cases, Vol. 71. 
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The Alberta Government challenged the ruling of the 
Board in a series of cases. See "Re Agreed Charges on 
Iron and Steel of 1954", Canadian Railway Cases VOL VeYL; 
"Re Agreed Charges on Canned Goods of 1954", Canadian 


Railway Cases, Vol. 72; "Re Agreed Charges on Wire Rope 
et O86", Canadian Railway Cases, Vol. 73. 


Caovernment of Canada, Report of the Royal Commission 
on Agreed Charges (Ottawa: Queen's Printer, 1955). 
28 , a3 
ieee  GUCTLesmap.t6) os, .DDcae je andec/9. 4, See also 


Meee port Act, 1955, 3-4 Eliz. iI, Ch. 59;°S. 32, ss. 10-12 
CES I ier 


29 murgeon Report, pp. 124-127. 


BO 5 W. Currie, op, cit., pp. 142-144. See also 
moreseon Report, pp... 125-127. 
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Trurseon Report, pp. 125-126. 


3*Ra ilway BC tre gocvet y-lOsGeo. Vigis.) Ga2An Bes: 2a; 
mie eand 2c. 


e ibid-, S. 328, ss. 15. 


Beer bid. 9S. 23172324: 


2 ee 


el bia hers 328, cade 1) 
pruray S33! 
Derbid:, S.° 337, ss. 2. 


8 se0 references in Chapter III to statements by 
federal and provincial politicians with regard to inequities 
mi the freight rate structure. 


39 p, W. Currie, "Freight Rates on Grain in Western 
Canada", in Canadian Historical Review, Vol. 21 (1940), 


Pp. 55- 
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Details in succeeding paragraphs were taken from these 
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“NeLean Report, p pews (4 


Se rbidss YD<000-37.m in part the Report read: "The 
ommittee has been unable owing to its organization to 
rapple effectively with the problem presented. It has 

en impossible, owing to its ee poly character, to deal 
fectively with questions pertaining to rates and pre- 
Memces. . .. In so far as has been possible, the 
mmittee has dealt with the matters presented to it. 

ts work has not been an unmitigated record of failure. 
consider that in most material matters it has not been 
ere... « . = (pp. 36-37.) See also. pp. 65-74. 


OM HH2AMHOD O'f O 


Sri d. pp. 3-5, 34-40, and 77-78. 


ana, Parliament, eer pone Debates (House of 
Commons), 3rd Session, 9th Pariiameniys Vol, da (1903.).p.- 26. 
ie. < 
Bee wa yeh tel 90 5, eke Vly Chit ooy eo 23-25" 
1? & eer 
eneo Kerr, The Board of Transport Commissioners for 






paecat. A Review of Its Constitution, Jurisdiction and 
tic Ottawa: Queen's Printer, 1957). ee also 
m. Currie, Economics of Caradian Transportation, pp. 






Bena y AC i 1903, 5 HdeoVil, Ch. .58,°S. 6-10. \See 
Pee we Currie, op. cit., p.- 432. 


Lg ° * 
Poe Serr, Ob Clo.) DD. 4-9... See also A.:W. Gurrie, 
OD. eit. 3 pp. 437-41, > 


2° Rod Kerrye ope cit .,..0pmiy >. Andow, “Win Curnie 0p. 
it. ? DD. 437-441. 


ai this information was obtained in interviews with 
Mr. J. J. Frawley and with the. Honourable J. W. Pickersgill 
on September 9, 1971. 
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ae WeeCUrrié , Op. Cit: pepe 
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> Turgeon Report, pp.» 78-79. Details in succeeding 
paragraphs were taken from this source. 


Saige jays EAS 


Berni act i. ~O-o2). Stece aleoms. Wi- Currie,’ ops cite, 
pp. 437-439. 


S8ourgeon Report, Dees 
59n, W. Currie, op. cit., pp. 258-303. 


POR overnment of Canada, Railway Freight Rates in 
Semoca: A Study Prepared for the Royal Commission on 
Meminron—Pprovineial Relations by R. A. C. Henry and 
Associates (Ottawa: King's Printer, 1939), pp. 242-252. 
This document will hereafter be referred to as the Henry 
Report. In addition, see Canadiana piweay Casce ~VOl.eL? 
pp. 123-124 and A. W. Currie, op. cit.s, pp. B50? ww Details 
in succeeding paragraphs were taken from these sources. 


lienry Report, p. 243. Details in succeeding para- 
graphs were taken from this source. 
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Osthis point was made by Mr. A. V. Mauro and Mr. J. J. 
Frawley in interviews on September 30 and September Oy fel O77 
Mespectively. See also A. W. Currie, op. cit., pp. 271-273 
and 276-279. 


6Ointerviews with Mr. J. Jd. Frawley on September 8, 
Me teand with Mr. J. W. Telford on May 31, 1971. See also 
Turgeon Report, pp. 98-99. 


OUR ere 1945 and 1959, there were a series of cases 
before the Board with regard to horizontal percentage rate 
increases. In 1946, the railways requested a 21% increase 
maerates. <- This case is referred to as. "R@ General Increase 
in Freight Rates of 1948", in Canadian Railway Cases, Vol. 
B2) pp. 1-3. See also "The 8% Interim Case of 1949", The 
8% Additional Case of 1950","The 20% Case of 1950", “The 
MeeeCase of 1951", "The 17% Case of 1952", “The 8, 9, and 
7% Cases of 1952 and 1953", "The 7 and 11% Cases of 1956 
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emt 95/7" and«"Tne 15% and 17% Cases. of 1958". Details of 
Meco. cases can pe found in A. W.. Currie, op. cit., pp. 
2 a 


102-116, and in Canadian Railway Cases, Vols. 62-73. 






62 

ein a series of decisions, the Board granted horizontal 
percentage rate increases. See "The 15% Case of 1917” in 
Canadian Lw Cases Vol. 22, pp. 49-50: "The 25% Case 


a 

"The 40% Case of 1920" in Ganadian Railway 
helen 5 p>. 8 eCHi4) ve peenaaso: Henry Report, “pp. 

Meee ena A, W. Currié, op. cit., pp. aol. 


o) 
OF my gzgeon Report, pp. 50-63. Detail ls in succeeding 


paragrepn aken from this report. 


House of Commons 5 __ standir Se. Committees: on 
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i ourgeon Report, p. 51. 
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2 : : 2 a . : 
es, eure, Opel tl.| Dp ui29-1 82. eo Por a discussion 
oi the principle, "rate—-base-rate-of-return”, see pp. 132- 
195. Under this proposal advanc by the railways, the 


railways would be guaranteed a s 
investment and would-be free to 
Pamits . With the Board's adopti 


rates within these 
of the formula setting 


i mM bo . y p13 


d 
eciric return on their 
at 
a 


Out a “permissible level of income” for the railways, they 
came very close to accepting the Lope proposal. Many 
individuals involved in transportation argue that at this 
particular time the railways had a free hand to set rates 
and that the legislative provisions in the Railway Act did 
mot in fact Limit the railways_in their setting of rates. 
This point was made: by Mr. A. V. Mauro and Mr. G. Blair 
during interviews on September 30 and September 8, 1971 
respecs ively. Details in succeeding paragraphs were taken 
from these interviews. 

73a, W. Currie, op. cit., pp. 103-120 and 137-141. 


?*snigs was confirmed in interv pews with Mr. J. W. 
Peirord, Mr. J.. 7. Frawley, Mri°0G." Blair,- Mr. A. Ver Mauro. 
Mr. David age (Chairman of the Rai iway Committee of the 
Canadian Transport Commission) on September 10,1971, and 
feuch Mr. £. M. Jones (Traffic Manager, Freight Services, 

Purchasing Agency, Province of Saskatchewan) on September 


me 1971. 
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75a, Wemcoure vey One Olt. fF 0D. 113-1 16..- See also John 





Saywell, ed., Canadian Annual Review (Toronto: University 
of Toronto Press, 1960), p. 233. 
76 


PONSA yWeli 1. Os sClb., De 2.33% 


“canada, Parliament, Parliamentary Debates (House of 
Commons), 2nd Session, 24th Parliament, Vol. III (1959), 
pp. 3607-3608. 


Bora ap. 63607. 


nor details of speeches made by Progressive Members 
Of Parliament in the 1920's, see Chapter IIT. 


AU W. Currie, “Freight Rates on Grain in Western 
Pemoda’, p. 47. See also T.-H. Harris, The Economic Aspects 
of the Crow's Nest Pass Agreement (Toronto: Macmillan, 


a ree laos > anne ee) 


1930), pp- 25-29. 


Sly W. Currie, Economics of Canadian Transportation, 
pp. 89-90. 


S2nurseon Report, pps. 76-78. See also A. W.° Currie, 
Meeecit., Dp. 2i-23. 


Baa. W. Currie, op. cit., pp. 426-432. 


Nahe Silcox, "The Proliferation of Boards and Com- 
meecions” in T. Lloyd and J. MeLeod, eds., Agenda 1970: 
Proposals for Creative Politics (Toronto: University of 
Meron.o Press), 1960, pp. 115-155. See also S. J. McLean, 
"The Work of the Board of Transport Commissioners for 
Sanada",. in john-Willis, ed., Canadian Boards at Work 
(Toronto: Macmillan, 1941), pp. 8-21. 


Sornis point was made in interviews with the Honourable 
few. Pickersgill, Mr. A.V. Mauro, Mr. J. J. Frawley, Mr. 
menlair, Mr. J. W. Telford, Mr.“ E.-M. Jones, Mr. fF. 
Anderson on September 2, 1971 and with Mr. K. Setter on 
macptember 1, 1971. 
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CHAPTER V 
THE CROW'S NEST PASS AGREEMENT (1897-1958) 


The enactment of the Crow's Nest Pass Agreement in 
mo9/ by the Parliament of Canada, and the subsequent amend- 
ments enacted to the Agreement in the 1920"s, are a central 
meavure of the present freight rate structure in Wester 
Sefada. Inmany ways,--the Crow's Nest Pass Agreement repre- 
sents the most important concession granted to Western Canada 
by the federal government in an attempt to reduce the impact 
Of freight rates on the economy of Western eee Western 
Canadian politicians immediately recognized the importance 
of the Agreement to the economic well being of Western 
Ganada, and they have strongly resisted any attempts by the 
federal government to amend or revise the original terms of 
the Agreement. For example, then the Crow's Nest Pass Agree- 


ment was temporarily suspended for a three year period 


ay 


Cm 


tween 1919 and 1922, it was the political pressure exerted 

by the Progressive Members of Parliament in the House of 
Commons and by the governments of the three Prairie Provinces 
that was primarily responsible for having the Agreement 

Meee tated At the hearings held by the Turgeon Royal 
Commission and the MacPherson Royal Commission, Western 


Canadian politicians, as well as representatives from pressure 
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groups, strongly urged the Commissioners to recommend that 
the terms of the Crow's Nest Pass Agreement not be ASN 
portation Act in 1966, Western Members of Parliament strongly 
resisted any attempts by the federal government to amend any 
Of the terms of the pee en ea gnochort, the Crow’ scNest 
Pass Agreement has come to be seen by Western Canadians as 
the "magna charta" of the West. 

The objective of this chapter is to outline the 
terms of the original Agreement enacted in 1897 and tosre- 
view the events from 1918 to 1927 surrounding the suspension 
and reinstatement of the Crow's Nest Pass Agreement. Such a 
review will facilitate an assessment of the role of the 
Progressive Members of Parliament from Western Canada and 
the provincial governments of Manitoba, Saskatchewan, and 
Alberta in the events leading to the reinstatement of the 
Agreement, and will further illustrate the success of Western 
Canadian politicians in having the federal government enact 
legislation that would reduce the level and the burden of 


freight rates on Western Canada. 


meee ce RMS OF THE AGREEMENT 

Under une eile of the Agreement negotiated in 
1897, the federal garetts paid to the Canadian Pacific 
Railway a grant of approximately $3,400,000 to assist the 


railway in the construction of a rail line from Lethbridge, 
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Alberta to Nelson, British Columbia via the Crow's Nest Pass. 
In return for the cash grant, the Canadian Pacific Railway 

agreed, as of September 1, 1899, to reduce the existing 
rates on grain and flour moving for export from all points 
dn Western Canada through the ports of Fort William and 

Port Arthur and points east by three cents per hundred pounds. 
Furthermore, the railway agreed to reduce its rates by a- 
mounts varying from 10% to 33% on a series of commodities 


(green and fresh fruits, coal oil, agricultural implements, 


building materials, and furniture) transported from Eastern 


to Western Canada on rail lines owned, leased or operated by 


the Canadian Pacific Railway. The reductions in freight 
rates were guaranteed by the railway without limit of time. 
Thus, in return for a cash subsidy to build a railway, 
Canadian Pacific agreed to reduce the freight rates on the 
chief export of Western Canada, grain, as well as on the 
major items imported from Eastern Canada. 

A review of the debate in the House of Commons on 
the provisions of the bill establishing the terms of the 
Crow's Nest Pass Agreement reveals that virtually all Members 
of Parliament were of the view that the construction of the 
rail line from Lethbridge to Nelson would be advantageous 
to the entire An tPBNPS However, the size of the subsidy to 
be paid to the Canadian Pacific Railway was the subject of 
Breater discussion. Before the election of 1896, Sir Charles 


Tupper introduced legislation into the House of Commons that 
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would have obligated the federal government to pay the Canadian 
Pacific Railway a subsidy of $5,000 per mile and to grant a 
'$20,000 loan at 33% for each mile of the proposed railway 
line.’ The bill was never debated and it died on the Order 
Paper when the general election in 1896 was held, The 
Liberal Government, elected in 1896, introduced itn Gohet ot 
in 1897 that would have paid the railway $11,000 per mile 
with no additional loan provision. The Conservative Opposi- 
tion indicated during the debate that the Liberal offer to 
the Canadian Pacific Railway was too generous. The Minister 
of Railways and Canals, the Honourable A. G. Blair, defended 
the terms of the agreement in the following manner: 


I know that there has been the opinion expressed that 
possibly the Canadian Pacific Railway would have been 
able, without assistance at all from the Government, 
to carry out that undertaking successfully. I know 
that in the report of a meeting of the shareholders 
of that company, which was held two months ago, the 
statement appeared that if the Government did not 
assist the Canadian Pacific Railway they would take 
hold of the work themselves without assistance. But 
I believe that that statement was not so much the de- 
claration of a fact within the knowledge of the company 
itself as a statement put forward perhaps for the 
purpose of creating an impression for other ends, it 
may be. upon public opinion or the Government of the 
country, and not that the company was in a position 
to take up the very large outlay involved by the 
construction of the line; because I believe that 
neither the Canadian Pacific Railway nor any other 
company at this time is so well situated that it would 
be able, without our aid, to construct the work. 
mherefore,, L think, ite is. not.t0o.much to way that 
unless the Government came to the aid of any company 
that was in a position to assume the undertaking or 
unless the Government undertook to build the road it- 
self, many years would have to elapse before the 
construction of the Crow's Nest Railway would become 
an accomplished fact. . . . The committee will have 
noted that we have sought to ensure the country .a 
large measure of relief from the rates which have 
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obtained since the Canadian Pacific Railway was 
started. We have imposed conditions upon the 
company which are very Largely restrictive of 
their present powers. We have embraced in one 

of the sub-clauses of these resolutions a con- 
Siderable list ofjarticles: which go into very 
large consumption among the people of the western 
provinces, and we have secured an agreement on 

mhe part of the Canadian Pacific Railway that 

very substantial reductions will be made upon the 
existing rates. We have also received the con- 
sent, on their part, that the rates upon all goods 
~ (shipped into or out of British Columbia over 
the Crow's Nest Pass line) - are to be subject to 
the control and supervision of the Railway Commit- 
tee of the Privy Council as is the case with other 
railway companies in Canada. To the extent of the 
Shipment of goods from any part of Canada to British 
Columbia, and the shipment of goods from any part 
Ofepertish) Columbia ytraversediby{this line,-to any 
part of Canada, there has been secured in the con- 
tract between the Canadian Pacific Railway and the 
Government, a recision of that existing ten per 
cent clause./ 


A. W. Currie has noted that a review of newspaper 
reports in Western Canada at the time of the negotiations 
indicated that the Agreement was favourably received in 
ete echewan and Alberta. However, in Manitoba, farmers, 
settlers and merchants continued to demand lower rates en 
those provided in the Peer The continuing demand for 
-another railway from Manitoba to Lake Superior resulted in 
the formation of the Canadian Northern Railway in 1901. 
Meyensure the construction of the rail line, Canadian 
Northern Railway negotiated an agreement with the Manitoba 
Government whereby the Manitoba Government guaranteed the 
interest on the railway's bonds. In return, the Lieutenant- 
Governor-in-Council of Manitoba retained the power to approve 


all rates levied by the railway. As a result of this 
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agreement, the railway reduced existing rates on grain by 
four cents per hundred pounds and on all other freight by 
15% This agreement negotiated by the Manitoba Government 
and the Canadian Northern Railway came to be known as the 
Manitoba perecraen Thus, in the period .from 1897: to 
1901, there were agreements negotiated by the federal 
government and by the Manitoba Government that resulted in 
lower freight rates in Western Canada. | 

Initially, the Canadian Pacific Railway did not meet 
the competition of the Canadian Northern Railway by lowering 
rates because the Canadian Northern did not possess the 
equipment necessary to compete with Canadian Pacific. How- 
ever, in 1903, the Manitoba Government, in response to the 
demands of farmers not located on the rail lines of the 
Canadian Northern, negotiated an agreement with the Canadian 
Pacific that reduced the rates on grain to the level charged 
by Canadian nea Canadian Pacific extended these 
rate-reductions to the Provinces of Saskatchewan and pee 
fhus, prior.to 1917, freight rates in Western Canada were 
lower than those permitted ee the Crow's Nest Pass 


Agreement as a result of competition between the two lines. 


eer PIPTRREN PER CENT CASH OF 1917 

In 1917, the railways applied to the Board of Rail- 
way Commissioners for a general rate increase of 15%. In 
presenting their case, the railways contended that increas- 


ing operating and maintenance costs necessitated an increase 
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in rates. The application for the rate increase was opposed 
by several groups from Western Canada. For example, the 
legal counsel for the Grain Growers of Manitoba noted that 
the proposed rate increase would result in a substantial 
increase in revenue for the Canadian Pacific Railway but only 
a limited increase in revenue for the other railways. The 
Grain Growers contended that railways other than the Canadian 
Pacific were in need of the increased revenue more than 
Canadian Pacific. The legal counsel for the Manitoba Govern~ 
ment argued that such a rate increase in Western Canada was 
prohibited by the terms of the Crow's Nest Pass Agreement 
and the Manitoba Agreement. 

The Board of Railway Commissioners was sympathetic 
to the arguments of the railways and they granted the railways 
the requested increase of 15%. However, the Board had con- 
Siderable difficulty in deciding if the rate increase should 
apply to Western Canada, given the terms of the Manitoba 
Agreement and the Crow's Nest Pass Agreement. . Section Be) 
of the Railway Act specifically stated that "no undue or 


unreasonable preference or advantage can be granted to any 


‘person or See eee However; Section 3 of the Railway Act 


Stated that "unless expressly provided in the Act to the con+ 
trary, wherever the provisions of the Railway Act, and of 
any Special Act passed by the Parliament of Canada, relate 
to the same subject matter, the provisions of the Special 


Act shall, in so far as it is necessary to give effect to 
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“such a Special Act, be taken to override the provisions of 


13 


the Railway Act". A "Special Act" of Parliament referred 
to any act of Parliament establishing freight rates for the 
movement of particular commodities under particular condi- 
mons in certain regions of the country. Thus, the Board 
of Railway Commissioners was forced to rule on the status 
of the Crow's Nest Pass Agreement and the Manitoba Agreement. 
If the Board ruled that the Crow's Nest Pass Agreement and 
the Manitoba Agreement were "Special Acts" and therefore 
not subject to the jurisdiction of the Board or to the pro- 
Visions of the Railway Act, the proposed 15% rate increase 
could not be applied to Western Canada. If, however, the 
Poara ruled that the Agreements were not "Special Acts", 
the proposed 15% increase could be applied to Western Canada. 

In rendering its decision, the Board ruled that 
the Crow's Nest Pass Agreement was a "Special Act" of Parlia- 
ment and that the various provisions of the Railway Act did 
not limit the terms of the Agreement. -In the Board's view, 

| 

"a specific reduction worked by the Special Act, therefore, 
limits the general jurisdiction of the Board, having regard 
tO rates. In [our | view, no matter how great the shortage 
may be in railway revenue, the Board cannot advance these 


Canadian Pacific rates beyond the reduction secured under 


I> 


1 ; 
the Special Act". With regard to the status of the 
Manitoba Agreement, the Board ruled that because the Manitoba 


Agreement was an act of a provincial legislature, it was 
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not a “Special Act" within the terms of the Railway Act. As 
a result of this decision, all freight rates in Western 
Canada, with the exception of those Deotected Dy "ine terms 
of the Crow's Nest Pass Agreement, were raised by 157. - The 
decision rendered by the Board established an important 
precedent for future cases. The Board had recognized that 
its jurisdiction with regard to the regulation of rates was 
restricted by the terms of the Crow's Nest Pass Agreement. 


In addition, the terms of the Railway Act stipulating that 





rates be "just and reasonable" and "equal between districts 


and localities" did not limit the provisions of the Crow's 





Nest Pass Agreement. Thus, the Board recognized that any 
amendments to the provisions of the Crow's Nest Pass Agree- 
Ment, or any alterations to the level of rates stipulated 
in the Agreement, were beyond its jurisdiction. 
C. THE SUSPENSION OF THE CROW'S NEST PASS 

Pesaro Owe une, fom nel eee oe 

In 1918, the railway employees in the United States 

were granted substantial wage increases. >? TOUR ise & the 
increased cost‘ the railways, freight rates in the United 
states were increased by 25%. Following the wage settlement 
in the United States, railway employees in Canada demanded 
Similar wage increases. The Cabinet directed that the wage 
Settlement agreed to in the United States be imposed on the 


Canadian National Railway. The Canadian Pacific Railway was 


encouraged by the government to accept the terms of the wage 
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settlement. With the railway's acceptance of the wage in- 
crease, the Cabinet directed the Board of Railway Commissioners 
tO prepare a schedule of rate increases to offset the cost 
to the railways of the wage increase and to submit their 
report to the Cabinet. A. W. Currie justified the wage 
settlement in its directive to the Board in the following 
manner: 
The Order in Council was not passed for the purpose 
of increasing company profits over those of previous 
years, but for the purpose of meeting advanced costs 
of transportation, of preventing strikes, and the 
Pema pseno, une COUN Ly S transportation.“ .«. .. 
Railway executives while stating that the increases 
allowed will enable transportation to continue in 
efficiency, claim that such increases will not’ be 
sufficient to cover the whole increased cost of 
operation. Whether this will or will not. be ore 
case is largely a matter of speculation. 
The Board recommended to the Cabinet that in the 
region east of Port Arthur all rates be increased by 25%. 
In the region west of Port Arthur an additional 10% increase 
was to be added to the 15% increase granted by the Board in 
1917. The additional 10% increase was applied to all rates 
in Western Canada including those rates protected by the 
Crow's Nest Pass Agreement. The rate increases were approved 
by the Cabinet on July 27, 1918 and came into effect on 
1 3 : é 
musust° 12, 1918. , As a result of this Order-in-Council, 
freight rates higher than those stipulated under the terms 
of the Crow's Nest Pass Agreement had been established. 
The authority of the Cabinet to order such an action stemmed 


from the War Measures Act. Under the provisions of the War 


Measures Act, the Cabinet suspended the Crow's Nest Pass 
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Agreement on the grounds that freight rate increases were 
essential to assist the railways in meeting the financial 
burdens imposed on them by the war. In its Cepore eo “ie 
Binet, the Board of Railway Commissioners indicated that 
the railways could not continue to operate unless the rates 
On grain and other commodities subject to the Crow's Nest 
Pass Agreement were raised. The Cabinet accepted the advice 
of the Board and suspended the Crow's Nest Pass rates. How- 
ever, the Cabinet assured Western Canada that the suspension 
of the Crow's Nest Pass Agreement was only a temporary mea- 
Sure and that the rates would be restored once the railways 
had adjusted to post-war economic Soateeeaae 

In 1919, Parliament ratified the Order-in-Council 
of 1918 that suspended the Crow's Nest Pass omeemert a7 
The Railway Consolidation Bill, introduced into the House 
of Commons in 1918, contained no reference to "Special Acts" 
of Parliament being exempted ceo terms of the Railway 
Act. The implications arising from the passage Chav biS= piled 
by the House of Commons were that if the bill was proclaimed 
Western Canada would no longer enjoy the benefits of the 
Crow's Nest Pass Agreement. In the Senate, the Government 
Leader, the Honourable Sir James Lougheed of Alberta, at-~ 
tempted to have the bill amended in such a manner that the 
Board of Railway Commissioners would not have been restricted 
in its jurisdiction over freight rates by the provisions of 


0 A ae : 
Bopecial Acts" of Parliament.“ In a decision rendered in 
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1917, the Board. had ruled that its jurisdiction over freight 
rates was limited by the terms of "Special Acts" of Parlia- 
ment. The implications arising from the passage of Sir James 
Lougheed's amendment would have been to permanently abrogate 
the provisions of the Crow's Nest Pass Agreement. During 
the debate in the Senate, the Honourable R. Watson, a 
Liberal Senator from Manitoba, opposed the proposed amend - 
ment on the grounds that the inclusion of ihe amendment 
would negate legislation passed by the Manitoba Government 
that resulted in lower freight rates for the citizens of 
Manitoba on freight moved on the Canadian Northern Railway.°t 
In addition, he noted that the amendment would result in 
the cancellation of the Crow's Nest Pass Agreement of 1897. 
Senator Watson was supported by two other Senators from 
Manitoba, the Honourable W. H. Sharpe and the Honourable 
L. McMeans, and Senator W. B. Willoughby from Saskatchewan. 
As a result of the opposition of these Senators from Western 
Canada, the amendment was withdrawn and Section 325 of the 
Railway [ane ees Bill was approved by the Senate with- 
out this amendment. 

The House of Commons did not act on the amendment 
Made in the Senate. In 1919, the government re-introduced 
the Railway Consolidation Bill into the House of Commons for 
debate. The government included Sir James Lougheed's amend- 
ment of 1918 that the Board of Railway Commissioners should 


not excuse alleged unjust discrimination on the grounds that 
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such action was justified or required under a Sepec ial Ac. 
Of Parliament in the legislation. The bill was approved by 
the House; however Senator Watson again opposed the amend~ 
> 
ment and the Senate refused to pass the nayece In discus- 
Sions between the Cabinet and the Senators fron Western 
Canada, a compromise agreement was agreed to whereby the 
Crow's Nest Pass Agreement would be Suspended for a period 
Of three years. The legislation suspending the Agreement 
Z 

Boe vhree years was enacted on July 7, 1919. 3 

Various authors have attributed the continued pre- 
sence of the Crow's Nest Pass Agreement as a central feature 
of the freight rate structure of Western Canada to the ef- 
forts of Senator Watson. For example, A. W. Currie noted 
that: 

- - it is perhaps not too much.to say that the 
agreement, with all that it means to the West, was 
ultimately kept in substantial effect by the in- 
Sistence of but one man, Senator Watson of Portage 
La Prairie, acting, at the insistence of the Manitoba 
Government; 2 f° .44 

John W. Dafoe, in his biography of Sir Clifford 
Sifton, noted the importance of the contribution of senator 
Watson to the Senate debate when he wrote: 
The bill as introduced by the government provided 
for the indefinite suspension of the Act. The 
three years limitation was added in the Senate at 
the insistence of Robert Watson, Liberal Senator 
from Manitoba, who acted in response to suggestions 
from the Government of Manitoba, of which T. CC, 
Norris was the head. This alone made possible the 
restoration of the rates. The obligation of the 


West to Senator Watson and the Norris Government 25 
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Senator Watson's efforts on behalf of Western Canada provide 
an excellent illustration of one of the few instances where 
fe senate effectively acted as a protector of regional 
m@ocerests. 

With the election of a-large number of Progressives 
Beeune Peneral election of 1921, the Liberal Government, be- 
cause of its precarious position in the House of Commons, 
viewed any decision regarding the status of the Crow's Nest 
Pass Agreement with increasing apprehension. As a result, 
in 1922, the entire matter was referred to a Special Commit- 
tee of the House of Commons on Railway Transportation Costs.” 
The Committee was directed "to make inquiry into the question 
of railway transportation costs" and to consider the further 
Suspension of the Crow's Nest Pass Agreement. 

During the debate on the motion, the Right Honour- 
able Arthur Meighen indicated that in his view the suspension 
Of the Crow's Nest Pass Agreement should be considered by 
the Board of Railway Commissioners and not by a Parliamentary 
Pees" Members of the Progressive Party from Western 
Canada, however, favoured the appointment of a Parliamentary 
Committee to examine the future of the Crow's Nest Pass 
Agreement. The Progressive Members of Parliament believed 
that they would be in a position to directly influence the 
course of discussions if a Parliamentary Committee examined 
the ened A. W. Currie has noted that the major reason 


for the government's decision to establish a Parliamentary 
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Committee to examine the Crow's Nest Pass Agreement was that 
Western Canada had lost faith in the Board of Railway Com- 
missioners. to bipecoyi ee decisions that would reflect the views 

of Western teem Therefore, with the support of the 
Progressives, the government motion to establish the Committee 
was passed by Parliament. 

During the course of the Committee's hearings, re- 
presentatives of the railways urged the Committee to recom- 
mend the further suspension of the Crow's Nest Pass hereements<- 
Among the reasons cited by the railways were that the re- 
storation of the Crow's Nest Pass rates would remove all 


possibility of future rate reductions on basic commodities 


in Western Canada and would seriously reduce revenues at a 


time when operating costs were imereasing. “iFinally, the 
railways indicated that the Board of Railway Commissioners 
erould not be limited in its jurisdiction by the terms of 
@epecial Acts" of Parliament. 

Representatives from the agricultural industry and 
representatives from the Chambers of Commerce of various 
communities in Western Canada urged the Committee to reinstate 
the Crow's Nest Pass Agreement. They argued that the Crow's 
Nest Pass Agreement was a legally binding contract and that 
the contract had only Pec annonce suspended during the 
war. Furthermore, they argued that Western Canada had not 
received any benefits from the Agreement because the competi- 


tion from the Canadian Northern Railway prior to 1917 had 


"ajo tht 


= GOT. st raetheras net touts 


re. 


XS 


(Pa piamass eli meted. #8 


> 


ocean eae 









iwbNsT UF Star 


ripgeee al 6¢ 


# aed 3 a ag" 


. 2 
7 7 = 





Kept rates at a lower level than those provided for in the 
Crow's Nest Pass Agreement. Representatives from the West 
challenged the railway's contention that the application of 
the Crow's Nest Pass rates would substantially reduce the 
revenues of the railways. The West maintained that the 
lower rates would result in increased traffic moving in and 
out of Western Canada. Thus, the revenues of the railways 
would increase rather than decrease over Pee ied of time. 
The Committee concluded its hearings and prepared 


an initial report that recommended that the Crow's Nest Pasg 


30 


Bereement be suspended for an indefinite period. The 
Cabinet realized that if the Committee's report came to the 
House of Commons for a vote, the Progressives would vote 
against the government and the government would be defeated. 
In addition, several Western Liberal Members of Parliament 
had made it known to the Cabinet that they would vote against 
the government. As a result, the Committee re-convened to 
Near evidence from the Canadian National Railway that indi- 
Cated that if the rates were only applied to grain and flour 
the revenue position of the railways would not be damaged. 
Beeariy, at this point, .both the Cabinet and the Committee 
were not interested in the economics of the Crow's Nest Pass 
Agreement but were attempting to find a political solution 
that would be acceptable to the Progressive Members of 


Parliament. As a result, the Committee recommended that 


the Crow's Nest Pass Agreement be suspended for a: further. 
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two year period with the exception that the rates on grain 


and flour be restored to the level of rates established by 


the Crow's Nest Pass Agreement in 1897. In A. W. Currie's 


view, the entire Strategy on the part of the government 
“was a device to secure the support of the Progressives on 
the budget which was then before the House".?~ Nie. Aes 
Jackman expressed similar views when he wrote: 

There is no question that the recommendations of 

mae Committees report. . . [were] due to polix 

tical expediency. The Government had to have the 

assent of the Western Members before it could be 

sure of carrying through its policy.32 

It is interesting to speculate as to the reasons 

that led the Progressive Members of Parliament from Western 
Canada to accept a solution that restored the Crow's Nest 


a 


Pass rates only on grain and fFlour.~ One explanation is 
that many of the goods that were included in the Crow's 
Nest Pass oe eae were now being produced in Western 
Canada. Thus, the necessity of having Lower rates on these 
commodities was reduced. Secondly, the movement of grain 
and flour for export was the most beneficial aspect of the 
Agreement in the view of many Western Members of Parliament. 
With the reinstatement of the rates on grain and eee the 
most important element of the Agreement had been retained. 
Finally, the Progressives realized that the majority of the 
Conservatives and many of the Liberal Members of Parliament 
favoured the total abolition of the rates. Thus, the Pro- 
Bressives calculated that a reinstatement of the rates on 


grain and flour was the best possible solution that they 
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-eosts were substantially higher than they were ine LO97. 


Pay, 


could obtain given existing political conditions. The 
Railway Act was amended in 1922 whereby the Crow's Nest Pass 
Agreement was suspended for an additional year with the ex- 


ats 


Beption of the rates on grain and flour. Tieaddition, che 


amendment empowered the Governor-in-Council to extend the 


@etopension of the Agreement for an additional year if cir- 


cumstances justified such action. The Cabinet exercised 
this power and the Agreement was suspended until July 6, 
192H, 


Pee RESTORATION OF THE CROW'S NEST PASS 
RATES - JULY 1924 


On July 7, -1924, the provisions of the Crow's Nest 
Pass Agreement were restored in their entirety. Earlier that 
year, the railways had urged the Cabinet to extend the sus- 
pension of the Agreement on the grounds that operating 
| 35 
Furthermore, the railways argued that if the rates were only 
applied to the commodities stipulated in the Crow's Nest 
Pass Agreement and only to those rail lines in existence in 
1897, disparities in the level of rates levied by the 
Canadian National and the Canadian Pacific Railways would 
exist in Western Canada. The legal counsel from Western 
Canada representing the provincial governments and the 
agricultural industry noted that the Canadian Pacific Railway 
had entered into a contract in 1897 and that the ven of 
the eee should be enforced. Furthermore, the decision 


to suspend the Agreement in 1918 was never intended to be 
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permanent. 

The Cabinet was: aware of the views of the Progressive 
Members of Parliament in the House of Commons and they rea- 
lized that a further suspension of. the Crow's Nest Pass 


Agreement could result in the Progressives withdrawing. their 


4 


support for the government in the House. As a result, the 
Cabinet refused to extend the suspension of the Agreement. 

In anticipation of this event, the Canadian Pacific Railway 
filed a series of rates with the Board, early in 1924, that 
eomplied with the rates specified in. the Crow's Nest Pass 
Agreement on those rail lines in operation in 1897. Al- 
though whe Canadian National Railway was not bound by the 
Agreement of 1897, the railway did publish similar rates to 
mose of the Canadian Pacific’in an attempt to compete with 
Canadian Pacific for the movement of traffic from competitive 
points in Fas tern Canada to competitive points in Western 
Canada. However, both railways levied higher rates to des- 
famactons not on the Canadian Pa age. s 1897 Lines. 

Numerous complaints were made to the Cabinet from all regions 
of Canada charging that the level of rates levied in one 

area varied from the level of rates in another. The com- 
Plainants argued that these rate differentials arising from 
the reinstatement of the Crow's Nest Pass Agreement were 
Violations of the provisions of the Railway Act. The com- 
plaints were forwarded to the Board of Transport Commissioners 
for oe consideration and, on October 14, 1924, the Board 


ruled that. their powers under the Railway Act were not 
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Timited by the terms of "Special Acts" of Poe Pcmenrs 2° 

This decision was in direct conflict with the decision ren- 
Mered by the Board in-1917. The Commissioners noted, however, 
that the ruling in 1917, that the jurisdiction of the Board 
was limited by the terms of "Special Acts" of Parliament, 

did not pertain to the Crow's Nest Pass Agreement in parti- 
Setar, In its 1924 decision, the Board ruled. that the 
question before the Board was the status of the te teas 
Pass Agreement. 

In the course of their judgment, the Board examined 
their terms of reference under the Railway Act of 1903 and 
they noted that Section 5 of the Railway Act of 1903 made 
reference to the fact that only "Special Acts" of Parliament 
"heretofore" passed by Parliament would be exempted from 


ihe cerms of the Railway Act.?! 


Thus, the Board argued that 
the Crow's Nest Pass Agreement of 1897 had been incorporated 
into the Railway Act of 1903 and did not/)limit the juris- 
diction of the Board. In order to remove existing disparities 
in the level of rates as a result of the reinstatement of 
the Crow's Nest Pass Agreement, the Cera Prdere a that the 
rates in existence prior to July 7, 1924 be restored. Thus, 
the Crow's Nest Pass Agreement would apply only to the move-= 
ment of grain and flour. 

The Provinces of Manitoba, Saskatchewan and Alberta 
appealed the decision of the Board to the Governor-in- 


Pencil. ° The Cabinet, recognizing the political conse- 


quences of the Board's decision, suspended the Board's ruling 





ei) 


and referred the entire matter to the Supreme Court. In 
the interim, the Cabinet ordered the complete restoration 
ee the Crow's Nest Pass Agreement. 

In February of 1925, the Supreme Court rendered its 


39 


decision. Ty Orber, tne Courceruléd. thaw the Crow's Nest 
Pass Agreement was a "Special Act" of Parliament and was an 


exception to any general act dealing with the same or similar 


tt " 


Meee t Matter. The Court noted that the words "neretofore 
mieiuded in Section 5 of the Railway Act of 1903 did not 
exclude the Crow's Nest Pass Agreement from being classified 
mame opecial Act" of Parliament. "In addition, the Court 


ruled that the Crow's Nest Pass Agreement applied only be~- 


tween points on the Canadian Pacific Railway's lines that 


+ 


were in existence in 1897. 

The inequities in the freight rate structure that 
mietea to the Board's initial decision were not resolved 
by the Court's decision and the debate on the status of the 
Grow's Nest Pass Agreement returned to the House of Commons. 
bee June 1925, the status of the -Crow’s Nest. Pass rates was 
clarified when the Railway Act was amended in such a manner 
that the Crow’s Nest Pass rates on grain and flour were ex- 
tended to all rail lines (both Canadian National and 
Canadian Slory cic eed” Furthermore, the rates on products, 
such as building materials and agricultural implements, in- 
eluded in. the original terms of the Crow's Nest Pass 


Agreement of 1897 were cancelled. Thus, the Crow's Nest 


Pass rates applied only to grain and flour moving for 
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export. 

Two amendments proposed during the debate by Pro- 
“gressive Members of Parliament were defeated. Mr. Robert 
Forke moved an amendment to the effect that the provisions 
of the bill would not affect pending litigation between the 
Government of Manitoba and the Canadian National Railway 
with regard to the Manitoba hep eateene The government 
refused to accept the amendment on the grounds that it would 
interfere with the general work of the Board of Railway 
Pommissioners. Mr. T. A. ee proposed a second amend- 
ment that would have instructed the Board. of Railway 
Commissioners to draw up schedules of rates for Western 
Canada in such a manner that the rates \jin Western Canada 
pate not exceed by more than ten per cent the rates ap- 
proved by the Board for Ontario and ee The amendment 
was not Peep tcd by the government on the grounds that such 
an amendment would provide additional preferential treat- 
ment for Western Canada. 

E. EXTENSION OF THE CROW'S NEST PASS 
RATES TO VANCOUVER 

The remaining outstanding issue with regard to the 
status of the Crow's Nest Pass Agreement was the claim by 
Alberta and British Columbia that the Crow's Nest Pass 
rates should apply to the westward movement of grain and 
flour through the Port of Vancouver. Since the opening of 
the Panama Canal, Vancouver had become an important export- 


ing center and both the Provinces of Alberta and British 
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Columbia urged the Board of Railway Commissioners and the 


Hy 


Paeral government to further extend the application of the 
meow = Nest Pass rates..°The first attempt by British: Columbia 
mo nave the federal government amend the Railway Act was in 
1922 when Premier John Oliver of British Columbia appeared 
before the Committee of the House of Commons investigating 
railway rates and requested that the Crow's Nest Pass rates 
mieerain and flour be applied to shipments through the Port 

os 


of Vancouver. Despite the representations of Mr. Oliver,. 


ct 
ay 
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ommittee did not recommend this amendment in their 
final report. With the-restoration of the Crow's Nest Pass 
rates on grain and flour moving eastward |from Western Canada 
em 1922, British Columbia was placed in a.more difficult 
tion. Ina case before the Board in 1922, the Govern- 
ment of British Columbia petitioned the Board to have the 
Crow's Nest Pass rates applied to shipments of grain through 
Bae Port of Rates 4 HOweVery cileutahdecis Lon,otie 
Poard failéd to rule on the request of British Columbia. 
Both British Columbia and Alberta appealed the de- 
Cision to the Cabinet on the grounds that the Board had 
failed to deal with the question of the status of the Crow's 
Nest Pass rates’ on grain and flour moving through the Port 
or eee The’ Cabinet, in October 1923, referred, the 
Macter back to the Board:for a further ruling.» Incits<tde- 
cision, the Board reduced the rates on the movement of grain 


Ewroush the. Port of Vancouver by ten per cent; however, the 


i iad de 
Re 
~~ a = 
ha - 
“ 
= : 
ti 
: 
= 4 
6 
- = 
~ 
¢ 
ae < 
~ 
Z ’ 
i } 
= me 
~ 
Pe 14 
’ 
D j 
g ‘ 
’ i a | 





a es eat ne 
a! ie So ae et 5 eceiy: emia. x pit x fae fo esa 68] 


Saud ov. “ 4 





= 


, 





a 


aus 


Board refused to apply in full the rates under the Crow's 
Nest Pass Agreement.” The Board noted that rates established 
by Parliament. for particular reasons and under special cir- 
cumstances should not be the basis for the determination of 
Boner rates. 

In November 1924 at a routine hearing of the Board 
in Vancouver, two of the Commissioners. received a petition 
meome the Province of-British Columbia that the Crow's Nest 
Pass rates be applied to the movement of grain through the 
Port of Vancouver. The Commissioners reserved judgment on 
the petition and no action was taken by the Board for over a 
year. In June 1925, the Board was instrubted by the Cabinet 
to conduct a general review of disparities in the freight 
rate ee urc. This investigation was launched by the 
Cabinet as a result. of numerous complaints received by the 
Gabinet in 1924. and 1925 that documented variations: in the 
Bevel of freight rates in:different regions of Canada. In 
August 1925, shipping interests from Gavceeved pre ewied a 
brief to the Board requesting that the Board render a de- 

*~ cision on the application filed by the Government of British 
Columbia in November 1924. On September 2, 1925, at a 
“meeting of the entire Board in Ottawa, the Commissioners 
mereed by a ivote of three to tworto include “the xpetition of 
the British Columbia Government in their general investiga- 
tion. Despite this resolution, on the afternoon of September 
2, the two Commissioners who had heard the original case in 


Vancouver in 1924, and who opposed the resolution issued 
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that day by the Board, issued Order 36769 applying the Crow's 
Nest Pass rates on grain and flour to the movement of grain 
Brrougn the Port .of Paneer ees 
The Chief Commissioner supported this action by the 
Board on the grounds that the issue of extending the Crow's 
Nest Pass. rates to the movement of grain through the Port 
of Vancouver had been fully discussed. Furthermore, he 
argsued that a decision should be made before the opening of 
anew crop year. Under the Railway Act, the Board could, 
Seeeeny particular purpose, be divided into sections: of 
three members. Two of the three membérs present corstituted 
eequorum. in addition, the Act stipulated Tig > ei Order” Ox. 
the Board: must be signed by either the Chief Commissioner or 
the Assistant Chief Commissioner. Because Mr. H. A. 
McKeown was the Chief Commissioner of the Board, and one of 
the two Commissioners who issued the order, his signature on 
the order made it a legally binding order of the Board. Two 
of the three remaining Commissioners protested the action; 
Mowever, in the words of A. W. Currie, “the damage-had.been 


done. This unusual if not unethical procedure had completely 


8 


4 


destroyed the country's confidence in the Board... . 
The issuance of Order 36769 aroused bitter protests 
in many regions of Canada. Several Boards of Trade. and 
Harbour Commissions in the Maritimes and in Quebec vigorously 
opposed the ordér charging that it discriminated in favour 


of the Port of Vancouver. In Western Canada, the railways 
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were accused of failing to comply with the order issued by 
mee Board. The Prairie Provinces petitioned the Board to 
erder the railways in Western Canada to comply with Order 


9 


36769." The Board reserved judgment pending the conclusion 
me cneir general investigation initiated in 1925. . The 
Provinces of Alberta and Saskatchewan appealed to the Cabi- 
net in an attempt to have the Cabinet instruct. the, Board. ta 
render a.decision on the petition brought by the two govern- 
eis. The Cabinet dismissed the appeal on the grounds 
that Order 36769 was clear. and needed no further explanation. 
Peaily, on August 26, 3927, the Board confirmed Order. 36769 
and reaffirmed- that. the Crow's Nest Pass rates should apply 


pe 


on the movement of grain through Vancouver. In addition, 
rates on branch lines in Western Canada were to conform to 
*rates levied.on the main lines. The Canadian Pacific Railway 
Was granted one concession. in the calculation of rates 
Brrom Calgary to Vancouver, the railway was permitted to cal- 
culate the mileage by the longer Canadian National mileage. 
Mier une. Uline of the Board in 1927, the terms of the Crow's 


Nest Pass Agreement were not examined by the Parliament of 


Canada, the provinces or the railways until 1948. 


F. ROYAL COMMISSION ON TRANSPORTATION OF 1948 

The establishment of the Turgeon Royal Commission 
in 1948 afforded the railways, the provincial governments 
and other interested parties the opportunity to make repre- 


sentations to the Commission outlining their respective views 
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regarding the continuance ofthe. Crow's Nest Pass rates in 
ihe treight rate structure. The Governments of Manitoba, 
Saskatchewan, and Alberta urged the Royal Commission -to 
recommend the continuance of the Crow's Nest Pass eee 
They were, however, prepared to accept a modification in the 
rates if the railways could demonstrate that they were in 
Been LOcing revenue as a result of the reduced rates. If 
the railways were losing money, the Parliament of Canada 
should subsidize the railways. 

The Canadian Pacific Railway urged the Commission 
to recommend that the Crow's Nest Pass rates be repealed and 
mat the grain farmers be paid a subsidy epoata they need 
assistance. The Canadian National Railway, in its brief, 
meted that there was merit in having all rates placed iunder 
epes jurisdiction of the Board of Transport CE 
In addition, the railway recommended that an examination of 
the revenues from the Crow's Nest Pass rates and the bene- 
fits to Western Canada arising from these rates be reviewed 
before any amendment was enacted to the Railway Act that 
would eliminate the Crow's Nest Pass Agreement. 


i) 


In its final report to the federal government, the 
Commissioners recommended that the Crow's Nest Pass rates 
on grain and flour remain a central element in the freight 
rate shapers toe In making this recommendation, the Com- 
missioners noted that, in their view, the grain industry ii 


Western Canada required special consideration and that it 


was in the "national interest" to continue to have reduced 
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mepes Or the movement of grain in Western Canada. In part, 
the report read: 


The conclusion which commends itself to thé Commission 
is that the time has not come for Parliament to divest 
itself of the immediate control of these rates which 
it assumed in 1897. Such a time may come later in the 
evolution of the “country s-economie position, but it 
seems certain that it has not yet come in this case. 
On the-contrary, it would be against the national’ in- 
terest at this moment, in view of the uncertainties 
which exist in world affairs, and consequently in 
world market prospects, to subject this great export 
industry to the disturbance which the abandonment 

of statutory protection would undoubtedly cause. 

This abandonment would mean that Parliament no longer 
Looks upon Western Canada's production of grain for 
export as an industry requiring special consideration 
am the national interest. -There ig no doubt that the 
ferrect of such a measure, at this time would be par- 


mrcularly ontortunate.: . «.%. | 


G. CONCLUSION 

The Crow's Nest Pass rates are recognized by most 
Western Canadians to be of considerable economic benefit to 
Western Canada. Thus, these rates remain the central ele- 
ment in the freight rate structure of Western Canada. The 
existence of these rates has been the subject of consider- 
able discussion particularly in the period from 1918 to 
oc / Western Canadian politicians have strongly resisted 
any attempt by the Board of Railway Commissioners, the 
Cabinet, or the Parliament of Canada to amend or revise any 
of the provisions of the Agreement. While the reduced rates 
on the movement of certain goods into Western Canada were 
removed from the Agreement in 1925, the reduced rates on 
grain and flour have been retained on the movement of grain 


through the Ports of Fort William and Port Arthur, and 
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extended to shipments moving through the Port of Vancouver. 
‘the railways utilized the hearings of the Turgeon Royal 
Commission and the MacPherson Royal Commission.to express 
their opposition to the continued existence of the Crow's 
Nest Pass rates. To date, the federal government has re- 
fused to adopt such a course of action and the Crow's Nest 
Pass rates on grain and flour are still protected.within the 


Peovisions of the National Transportation Act of 1967. 





FOOTNOTES 


line importance of the Crow's Nest Pass Agreement to 
Western Canada has been noted by many authors. For example, 
Seow: L. Morton, The Progressive Party in Canada (Toronto: 
Mie University of Toronto Press, 1950), and A. W. Currie, 
Economics of Canadian Transportation (Toronto: The Univer- 
mee ofr Toronto Press, 1959). 


“Members of Parliament from Western Canada stressed 
the importance of the Crow's Nest Pass Agreement in speeches 
Meche House of Commons during the 1920's. These speeches 
Rave been referred to in Chapters IT and IIT. 


Bees Covernment of Canada, Report of the Royal Commis- 
sion on Transportation (1948) (Ottawa: King's Printer, 
1951); and Government of Canada, Report of the Royal Com- 


Mission on Transportation (1959) (Ottawa: Queen's Printer, 
196). The views of Western Canada are outlined in Chapters 
TV and Vil. . 


tone debate in the House of Commons on the National 
Transportation Act in 1966 and 1967 revealed the Importance 
of the Crow's Nest Pass Agreement to Western Canada. A de- 
tailed account of these statements can be found in Chapter 
de a E z 2 





Por details of the terms of the Crow's Nest Pass Agree- 
Mere see Statutes of Canada, 60-61 Vic., Ch. 5, 1897. 
Mees aorA. We Currie, Op. cit., pp. 47-49 and T. H. Harris, 


The Feonomic Aspects of the Crow's Nest Pass Agreement 
(Toronto: Macmillan, 1930), pp. 1-7- Details in succeeding 
paragraphs were taken from these sources. 


6 


For details of the debate on the Crow's Nest Pass 
Agreement, see Canada, Parliament, Parliamentary Debates 
(House of Commons), 2nd Session, 8th Parliament, Vol. II, 
(1897), pp. 4512-4611. Details in succeeding paragraphs 
were taken from these pages. 








eye an, Spe: 
at We Cunt ie a O0se Ct eames 
Mtpid., pp. 49-51. 


10rnia.. 


Lg 







‘ 
‘ 
- . - 
Kt UL J 
: 
‘Ss , , 
a } 
f j 
i 
+ 
‘ any 
—— 
4 bag 7 
a “2 a ae 
‘ : 
_ ¢ 
J ~~ 4 mY 
sz > 
- <j { 
1 
t ane 
é 
= 
—- " i+ -) 
; 
as 4 
. _ eS 
iureS tees, 
7 o - ie _ am “lt 
4% ’ ap P| } Ls 
‘ por + Se “ a 4¢% 
5 ae ee See AS SR RE 
a a , 
’ = fia Lore cactey our 
aa Oke | pw a 
seu fe * at Se 
* tet : 
i : 
. 


; é oy SA ® 5.28 Er S56 
= ; ‘ | &) (aaa ES 
Ly mesilict cf6 cm ener B48 

ofa ee 





iad © o ° e * 7 
Details of this case can be found in Canadian Railway 

ees, Vol. 22,.p: 49.) See also A. W. Currie; op. cit., 

he. 63-70 and T. H. Harris, op. Citeay DD 19-25. Details 


in succeeding paragraphs were taken from these sources. 





‘sie : 
ee wey bet 1907,7 Se Ed VII, Ch. 58, 8.325. 


ee wah i, el O44) J dew Vid Ch. 505. a ee 


be : : 
Sp, H are he OD mCi eaw Deis. 


lo mhis case is known as "The 25% Case". For details, 
see Judgments, Orders, Rules and Regulations of the Board 
of Railway Commissioners, Vol. 8, p. 277. In addition, 
oh, W. Currie, op. cit.,; pp. 70-72 and T. H. Harris, 

Pepe cit., pp. 23-25. Details in succeeding paragraphs were 
taken from these sources. 


164. We. PCURTILE, 4OD> yOteus ys 2D. Wal: 


l’tpid., Dp 70-72. .The Order—in-Council authorizing 
the 10% increase in rates can be found in Government of 
Ganada, Railway Freight Rates in Canada: A Study Prepared 
for the Royal Commission on Dominion-Provincial Relations 
; A. C. Henry and Associates (Ottawa: King's Printer, 
p. 193. This document will hereafter be referred to 
as the Henry Report. The Henry Bepor. eontains the Order-— 
in-Council passed by the Cabinet under the provisions of 
the War Measures Act. 
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ea. Barris, OD: Cits,-pp. 24-25. 


19 section 325, subsection 5 of the Railway Act was 
amended in 1919 and the Crow's Nest Pass Agreement was sus- 
pended for three years. This amendment confirmed the 
Order-in-Council of 1918 suspending the Crow's Nest Pass 
Agreement. For details of the debate see Canada, Parlia- 
ment, Parliamentary Debates (House of Commons), 2nd Session, 
math Parliament, Vols. I and Ilt, C1OTS Ph epp F283 57 ee 9Ce: 

Bol 77-2052 and 3517. 


2°nanada, Parliament, Parliamentary Debates (Senate), 
Het Session, 13th Parliament, Vol. 1; (1918), pp. 194-196. 
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23Railway Act, 9-10 Geo. V, Ch. 68, S. 325, s.s. 5. 
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| fedohy W. Dafoe, Clifford Sifton in Relation to His 
Times (Toronto: Macmillan, 1931), pp. 499-500. 


20, w. Currie, op. cit., pp. 76-77. For details of 
the debate, see Canada, Parliament, Parliamentary Debates 
Sfouse of Commons’), 2nd Session, 14th Parliament, Vol. II, 
Bro22), pp. 1402-1458. 7 


2’ canada, Parliament, Parliamentary Debates (House 
meecommons), 2nd Session, 14th Parliament, Vol. -IT, (1922), 
pp. 1404-1411. The comments of the Progressive Mémbers of” 
Parliament are found in pp. 1414-1420. 


aN Vee CGUPCLEayOD arGl Gis) Dey’? « 


2o For details of the Committee's report, see Canada, 
Parliament, Parliamentary Debates (House of Commons), 
Special Committee on Railway Transportation Costs, 1922, 
Meee eesion, 14th Parliament; Vol. TI, (1922)... See also 
Mee arris, Op. cit., pp- 25-29. Details in. succeeding 
paragraphs were taken from these sources. 








3 Pevineetrrie, OD. Clt., D-)7o. betalls in succeeding 
paragraphs were taken from this source. 
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mror details of the debate, see Canada, Parliament, 
Parliamentary Debates (House of Commons), 2nd Session, 14th 
Parliament, Vol. LV, (1922), pp. 3548-3555. 


359, H. Harris, op. cit., pp. 32-38. Details in suc- 
ceeding paragraphs were taken from these pages. 





Pay) CUrrie, op. cit., pp. 65-8/7.° This case is re- 
merred to as “Re Crow's Nest Pass Rates". Complete details 
Sf the case can be found in Canadian Railway Cases, Vol. 29, 
Meoo: See also T. H. Harris, op. cit., pp. 35-37, and 


Henry Report, pp. 184-191. 
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Bepien upped? 1 oeeta BoA, Wer Currie, op. cit., p. 87. 


39, W. Currie, op. cit., pp. 87-88. For details of 
mae case see “Re Crow's Nest Pass Rates, 1925" in Supreme 





Pour, of Canada Reports, 1925, p. 155 and Canadian Railway 


Mees, Vol. 30, p. 32. 


ory Act to Amend the Railway Act, 1925, 15-16 Geo. V, 
Ch. 52. For details of the debate see Canada, Parliament, 





Parliamentary Debates (House of Commons), 4th Session, 14th 


Parliament, Vol. V, (1925), pp. 4305-4486. Under the terms 
memetne original Crow's Nest Pass Agreement, the rates stipu- 
lated in the Agreement applied only to Canadian Pacific 
Mines that were -in existence in 1897. 


MTepid., p. 44Sh. 


"2 iyi d.; p. 4460. The government's response to these 
amendments can be found in pp. 4484-4486, 


Report of the Special Committee on Railway 
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Meensportation Costs, 1922. 
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‘por details,of the decision, see the case "Re 
Freight Rate Tolls of 1922", in Canadian Railway Cases, 
Vol. ote. D. 1ser 
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brid. pp. 82-85. For details, see the case 
"British Columbia vs Canadian Freight Association of 1923”-in 
Canadian Railway Cases, Vol. 30, pp. 393-394. 
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po details of the events surrounding the extension 
of the Crow's Nest Pass rates to grain and flour moving 
Eirough the Port of Vancouver, see A. W. Currie, op. cit., 
pp. 89-94. 





. a < oT 
Me yur) @e 
rt 2 - 
a 
rn a 
H 
" 5 
| 
: ; e 
= o 
: a 
° 7 4 
- ‘ 
5 , " 
o 4 
§ 
[ete = ae 
~ 
i ] 
~ 
+ on: 
| ; ; > 
’ 
‘ = 
: , nd —_ ry e 
~ | 
' 
< at : 
¥ * 
— Y ; | 
> 
: 
“ 
| ' Gite > 
} 1 ~ 
A 
ete a:% } 
$ 
* 
; ; +) 2, S36 
Py ’ — : 
:. 
A ~ SP 7 
ue » Chat 
e 
” 


4 





225 


ce Tbid., p. 90. 


Bibid., pp.<90-91. 


Be bide op. ol. 


Plipias, pp. 91-94. This case is referred to as "The 


—— 


General Investigation Case, 1925-1927". 





>? government of Canada, Report of the Royal Commission 
on Transvortation (1948) (Ottawa: King's Printer, 1951), 
pp. 248-249. 


DP tbid 2. 
» 
maT Bid 5. 


Ibid. 





CHAPTER VI 
THE NATIONAL TRANSPORTATION ACT, 1967 


mee LNTRODUCTION 


The enactment of the National Transportation Act, 
in February 1967, was- the concluding step ina series of 
events that produced a new national transportation policy 
for Canada.t The origins of the National Transportation 
Act can be traced to the recommendations of, the Royal Com- 
mission on Transportation established by em ve ceree cer 
Government in May 1959. Although the Commissioners con- 
cluded their investigations. in 1961, no legislative action 
was taken by the federal government until 1964 when wae 
Honourable J. W. Pickersgill, Minister of Transport, pre- 
sented a bill to the House of Commons that incorporated 
many of the Royal Commission's recommendations’.* Lie 
Minister immediately informed Parliament that the bill was 
only a series of proposals advanced by the government for 
consideration by Parliament. Members of Parliament were 
cautioned not to view the bill as a definitive statement of 
government policy. While this was seen as an unusual step 
on the part of the government in 1964, the introduction of 
bills which the goveriment is willing to révise has become 


more common since 1968.° 


224 
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After first reading, the House of Commons, acting 
on the assurances of the Minister, forwarded the bill to 
the Standing Committee on Railways, Canals, and Telegraph 
Tines for detailed study. During the course of its in- 
vestigations, the Committee received evidence from officials 
Seetne Department of Transport, from officials of the Board 
of Transport Commissioners, and from various pressure groups 
that were ern with the contents of the legislation. 
While the mene governments did not present a formal 
brief to the Committee, a joint submission was eee 
the Provinces of Manitoba, Saskatchewan, and |Alberta, and 
presented to the Minister of Transport and his officials. 
The Committee concluded its hearings without preparing a 
final report and the bill was left to die on the Order Paper 
when a general election was called in October oGs 

A second bill was presented to the House of 
Commons in September 1966. After a short debate on second 
reading, the bill was quickly referred to the Standing 
Committee on Transport and Communications. (In 1965, the 
Standing Committee on Railways, Canals and Telegraph Lines 
was renamed the Standing Committee on Transport and Com- 
munications.) During the course of their investigations, 
the Pit tes received evidence from officials of the 
Department of Transport, from the Board of Transport Commis- 
sioners, and from the Canadian National and the Canadian 


Pacific Railways. In addition, the three Prairie Provinces 
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and many pressure groups from Western Canada presented briefs. 
Mhe Committee prepared its final report and it was debated 

in the House of Commons in December 1966 and January 1967. 
After a short debate in the Senate, the bill was given Royal 
Assent on February 9, 1967. Part IV of the bill pertaining 


to bridges was proclaimed on February 9, MOG# este aru aN 


Gis 


dealing with railways, telegraphs, and Eovesn oneaneicte pro- 
claimed by the Cabinet in March 1967; however, Part I of 
the bill establishing the institution known as the Canadian 
Transport Commission was not proclaimed until September of 
that year. Part 111 8ofttie Act dealing With textra- 
provincial motor ‘ehiecle transportation, was proclaimed on 
May 15, 1970, and Part II, pertaining to commodity pipe 
Hines has not yet been prostainéa.? 
Thus it can be seen that the development and enact-. 
ment of a new transportation policy was a long and complex 
process involving a Royal Commission, the preparation of 
two bills by the Cabinet, and on two occasions, extensive 
hearings by a Parliamentary Committee. The enactment of 
the National Transportation Act providesvan-excelléent oc- 
casion to review policy inputs from various groups within 
the political system and to assess the extent to which the 
views of these groups were accommodated. 
The objectives of this chapter are to outline the 


organization and structure of the Canadian Transport Com- 


mission and to review the regulatory function of the 
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Bemmission as it pertains.to railways. In particular, those 
provisions establishing the criteria for the determination 
of rates will be isolated for special Seen uae & 

The National Mransportetion Acts is .a significant 
Peaition to existing transportation legislation in Canada in 
that it contains many unique features that differentiate it 
from previous legislation. Perhaps the most unique aspect 
Of the bill is found in the opening sections that outline in 
detail the goals and objectives of Canadian transportation 
moricy. .No other piece of legislation had attempted to 
enunciate the guiding principles of Canadian ee orion 
policy. | 

The first clause of the Act sets out the objectives 
Mmeenoting that,". . .». an economic, efficient and adequate 
transportation system making the best use of all available 
modes of transportation at the lowest total cost is essential 
moaepreotect the interests of the Geers Of. Transportation and 
to ain the economic well being and growth of Canada. 
: ee The Act further stipulates that these objectives 
will be achieved to the greatest possible extent when all 
modes of transport are free to compete under conditions 
that ensure that: 

A. regulation of all modes of transport will not be 

of such aunaturevas to, restrict she abidaty of 

any mode of transport to compete freely with any 

other modes of transport; 

BB.” -each mode of: transport, so far as practicable, 
nears a fair proportion of the +real-costs of athe 


resources, facilities and services provided that 
mode of transport at public-expenses 
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CG. each mode of transport, -so:-far as practicable, 
receives compensation for the resources, fac- 
ilities and services’ that it is required to 
provide as an imposed public duty; and 


D. .ecach mode of transport, so far as practicable, 
Sarerera tral Ce cOforotromeanyipointein Canada 

under tolls and conditions that do not consti- 

tute 

(i) an unfair disadvantage in respect -of any 
such traffic beyond that disadvantage in- 
herent in the location or volume of the 
traffic, the scale of operation connected 
therewith or the type of traffic or ser- 
vice involved, or 
an undue obstacle to the interchange of 
commodities between points in Canada or 
unreasonable discouragement to the 
development of primary or secondary in- 
dustries or tosexport- trade in or from 
any region-of Canada or to -the ee 
of commodities through Canadian ports. 
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Re 
fs 

A 


While the two traditional and conflicting goals of 
transportation policy -- the promotion of an efficient and 
competitive transportation system and the Lauer as 
Measportation policy to national unity -~ are recognized as 
objectives of transportation policy, the preamble to the 
National Transportation Act places greater emphasis on the 
promotion of an efficient and economic transportation system 
as the first and overriding eee Although the prin- 
ciples of competition and efficiency are modified by 
references to the "national interest" and by the obligation 
Of the transportation system to promote - the movement of 
goods to all regions of the country, a detailed reading of 
the provisions of the Act reveals that the Teint unity 


aspects" of transportation policy are a secondary goal. 
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A secondvicature of the legislation that distin- 
euishes this legislation from earlier legislation is the 
mrovision for the creation of a new regulatory agency de- 
signed to regulate all modes of transportation within 
federal jurisdiction. The Canadian Transport Commission 
assumed the functions performed by the Board of Transport 
Pemmissioners, the Air Transport Board, and the Canadian 


Maritime Commission. In addition, the Commission was given 


vehicle transportation as well as two modes of communica- 
tion -- telegraphs and telephones. Along with its regulatory 
functions, the Commission was assigned a research function. 
Thus the objective in establishing the new regulatory 
agency was to develop an integrated and comprehensive ap- 
proach to transportation policy. This aspect had been 
neglected in the past as a result of the piecemeal formation 
of administrative structures designed to regulate particular 
aspects of transportation policy. 

The third distinguishing feature of the legislation 


is that, with the enactment of the National Transportation 





Act a cost-oriented rate structure replaced the existing - 
rate structure that had been developed on the "value of 

° . Ld tal LO * * ° I a ° * LJ 
meeverce principle’. In addition, legislative restrictions 
Buch as."unjust discrimination" and "undue preference” were 
replaced with legislative provisions that enabled the rail- 


ways to establish freight rates within the general guidelines 
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or a Maximum and 2 minimum rate formula. 


mes ORGANIZATIONAL STRUCTURE OF THE 


CANADIAN TRANSPORT COMMIS LSS ION 
A. Jurisdiction of the Commission 


rr rt rt 


The Canadian Transport Commission assumed the regu- 


latory Ae eee powers possessed by the Board of 


Transport Commissioners, the Air Transport Board and the 

sao eae if 2 nak + x 
Canadian Maritime Commission. The Compission, under 
section 14 of the National Transportation Act, possesses the 
powers granted to the three boards under the Railway-Act, 


the Aeronautics Act and the Transport Act. In addition, the 


Commission has the uthority to regulate commodity pipelines, 
Memer the provisions of the National Energy Board Act, and 


to regulate pian bas wane motor yehicle transportation, 


= 


telephones and telegraphs under the terms or the National 


Pransportation Act. . Thus, the Commission's resula 
fa eeacepna op aanoepereonnconenendecsanan Sanat 3) 


1 


powers are found. in several federal statutes as well as 
Mornin the terms of the National Transportation Act itself. 
Under Section oO Line eNaywuone]  Transporta tlonaslc « 


those functions of the Commission that can be categorized as 


: ; : . ie ; 
being advisory in nature are outlined. During the enact- 


ment of the legislation, there was considerable opposition 
to the Commission possessing both regulatory and advisory 


functions. Members of Parliament from Western Canada ex- 


pressed the view that the research function of the Canadian 


‘Transport Commission would be used to support the regulatory 
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mane tions -of.the Commission and that the research branch 


aS 


would not engage in independent research. Thus, the pro- 
posal was made that a separate and independent. research 
Meeanization be developed... Despite these reservations ex- 
pressed by Western Canadian Members of Parliament, the 
Government enacted its original proposal that assigned the 
Commission. both functions...Among the advisory functions 
assigned to the Commission are: the power to inquire into 
measures designed to promote the "sound economic develop- 
ment of the various modes of transport" within federal 
Murisdiction; to undertake studies into “the economic aspects 
feet modes of transportation"; and, to inguire into: the 
relationship between various modes of transportation and to 
recommend measures to "achieve co-ordination in develop- 
ment, regulation and control" over the various modes of 
oe In addition, the Commission can recommend to 
the Minister of Transport that federal financial assistance 
be granted to certain modes of transportation and can make 


recommendations regarding future governmental expenditures 


in the field of transportation. The Commission may consult 


Z 


with any individual or organization that in its opinion 
eould be of assistance. From these examples, it can be 
Seen that the Commission possesses advisory powers that may 
be of considerable importance to the development of federal 
Sransportation policy in the future. 


In the spring of 1968, the research division of the 


Canadian Transport Commission was established with a staff 
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Canadian 
Transport Commission that is primarily charged with the 
mesponsibilities outlined in Section 15 of the Act. In ad- 
Miti10n, an advisory council was established to assist the 
research division in establishing priorities for their re- 
Search. The Council is composed of fifteen people drawn 
from universities and from various transport Eanes in- 


16 


According to Mr. H. Arbique, Secretary of the Com- 
Meesi0n, the Advisory Council on Research is "moribund". <! 
The Council functioned for approximately three years; how- 
ever, with the reorganization of the Ministry of Transport 
in 1970, the fune tions performed by the research division 

of the Canadian Transport Commission were transferred to the 
Transportation Development Agency within the Ministry of 
Beansport. As a ee a ae measure of 
function that was originally assigned to the Canadian 
Transport Commission has been assumed by the Transportation 
Development Agency. . While the Canadian Transport Commission 
continues to possess the research and advisory functions 
outlined in Section 15 of the National Transportation Act, 
the majority of the Commission's research is of an academic 
nature. Thus, the Canadian Transport Commission is not 
engaged in the wide-ranging areas of study originally con- 


templated when the legislation was enacted. 
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the Commission == 
1. Composition 

The Commission is composed of eighteen individuals 
with each individual appointed by the Governor-in-Council 
for a period of ten eens Any Commissioner can be re- 
moved from the Commission by the Cabinet "for cause” at any 
time. Commissioners are eligible for reappointment, al- 
though they must retire when they reach seventy years of 
age. One of the Commissioners is designated by the Cabinet 
as the President of the Commission, with two of the Commis- 
Ssioners being designated as Vice-President and Vice- 
President in Charge of Research. The Commissioner appointed 
Vice-President must be a barrister or advocate of at least 
ten years' standing at the bar of any province in Canada. 
fie main responsibilities .of this Vice-President are to 
supervise the work of the committees of the Commission. His 
ruling on any question of law before the Commission is 
final unless the President is a barrister, in which case 
final authority resides With the President. in the absence 
of the President, the Vice-President functions in his place. 
The Vice-President in Charge of Research is charged with 
directing the research Se eee by the Commis- 
sion. The only other qualification for appointment to the 
Commission is that no Commissioner may have ake 
terests in any mode of transport or engage in any activity 


that would conflict with his duties as a Commissioner. 
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Each Commissioner, within three months of his appointment, 
must divest himself of all financial holdings that could 
conflict with the exercise of his Athest 

The Secretary of the Commission is appointed by 
the Governor-in-Council and holds office at the pleasure of 
the Cabinet. The Secretary is responsible for keeping a re- 
bord of the proceedings of the Commission and ensuring that 
all orders and regulations are properly signed and filed in 
the Secretariat of the Commission. 

In performing the regulatory duties assigned to it, 
the Commission is obligated under Section 17 to establish 
the following committees: railway transport committee, air 
transport committee, water transport committee, motor 
vehicle transport committee, commodity pipeline transport 
committee, and any other committee that the Commission should 
decide to Aare vad Each committee has a member desig- 
nated as Chairman. The Commission is empowered to enact the 
necessary regulations to assist the committees in the per- 
formance of their duties. A committee may, in accordance 
with the rules of procedure adopted by the Commission, exer- 
cise all the powers and duties of the Commission and may 
issue orders and regulations in the name of the entire 
Commission. In 1969, the Commission decided that all regu- 
lations issued from that point in time, regardless of the 
mode of transportation involved, would be issued in the 


name of the Commission rather than in the name of one par- 


ticular committee. 
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m2. Personnel 

At the present time, five committees are in opera- 
tion: the Railway Transport Committee, the Air Transport 
Committee, the Water Transport Committee, the Motor Vehicle 
Transport Committee, and the Telecommunications Committee. 
The Commodity Pipeline Transport Committee will be established 
to Beercise jurisdiction over the construction and operation 
of commodity pipelines when Part II of the Act is proclaimed. 
Because the subject matter of the dissertation pertains to 
freight rates, the composition of the Railway Transport 
“Committee will be isolated for particular attention. 

The Railway Transport Committee consists of nine 
Meerers. A review of the backgrounds of the Committee 
members revealed some interesting facts with regard to 
regional representation and representation from the trans- 
portation industry. For example, an examination of the 
birthplace of the members of the Committee revealed that 
three Commissioners were born in Western Canada (one in 
Manitoba, one in Saskatchewan, and one in British Columbia), 
one in Quebec, three in Ontario, and one in the Maritimes. 
An analysis of the occupational background of the Commis- 
_sioners revealed that there is one railway union official, 
three lawyers, two engineers, one chartered accountant, one 
individual associated with public relations, and one former 
Bivil servant: -. Insaddition,: specific modes: of transportation 


are represented. For example, one of the Commissioners was 


Fs 
as | 
i. axet 
“4 } ‘J 2] S&S 
oy + 
i ie es 
L 
Or 1 
* lew 
Pe é\'2e 
‘ 
= 4 
evre? 
ri Ss if i9 o 


iw eetiteg iquy 








™ 
¢ eel 
: - ; 
at | ,«¥o 
} J 
9 ~ 
a - ‘ ’ 
y 
i , a oo 
a7 
= : 
* 
“9 £ 
2 472.9% 1 
a 
‘ 
. A al 
_ ¢ aye 
rf 7 % 
os 
Met 7 
rd rats ’ " 
s me : 
6 1A SE 
i» mr ayy = 
+0 Fee DL 5 ore an iG +, 
‘eee - 
5 Sg “LaeeK: Fi 3): oe oem ,5eadgug bs 
- i = ~ 
: 7 a 






\ Lofts iio teitotskonud Lam Sq: nod tet? Yorpi nee 


wpete.. tats baLeste 
soa sa Ps : 


patentee rag 











236 


the spokesman for the trucking industry on transportation 
matters at hearings of the MacPherson and Turgeon Royal Com- 
missions and at the Parliamentary Committee hearings held in 
conjunction with Bill C-231. Two Commissioners were as- 
sociated with the railways prior to their appointment while 
two others were employed in the Department of Transport. 
ite there is regional representation on the Railway Com- 
mittee, it is extremely difficult to assess the extent to 
which these individuals represent regional views in that 
their occupational experience prior to their apo invtment 
would lead one to the conclusion that each individual would 
probably be influenced more by his occupation than by his 
birthplace. 

In an interview with Mr. David Jones, Chairman of 
the Railway Committee of the Canadian Transport Commission, 
he indicated that regional considerations are significant 
factors in determining appointments to the Gonmilsa vont 
When questioned as to his role as a spokesman for Western 
Canada, he noted that the assumption of such a role waild be 
presumptuous on his part. However, he did acknowledge that 
he does attempt to bring his background and understanding 
of Western Canadian problems to his work as a Commissioner. 
Regarding the accusation that the Committee is railway- 
oriented, Mr. Jones acknowledged that there was a danger 
that the Canadian Transport Commission could become too 
Closely associated with the interests of the railways. He 


indicated that the policy of the Railway Committee was to 


/ 
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promote good working relationships with the railways and at 
the same time retain their objectivity with regard to rail- 


way problems in Canada. 


C. Rules of Procedure 

Mie Ganadian Transport Commission is a Court of 
Record and any decision rendered by it may be made a rule 
of the Exchequer Court or any Superior Court of any province 
of Canada and can be enforced in such a manner. 

Section 19(1) of the Act empowers the Commission 
to enact the rules and procedures necessary £0 implement 
the objectives of ie For example, the membership, 
size and jurisdiction of the various committees of the Com- 
mees1on are outlined in the Rules of Procedure. In 
addition, the rules and procedures governing applications 
to the Commission for protection under provisions of the Act 
pertaining to freight rates, such as the "captive shipper" 
‘clause and the "public interest" clause, are outlined. 
The rules governing the proceedings of hearings conducted 
by the Commission, the presentation of evidence, the prepara- 
tion of documents and the intervention by interested parties 
in support of or in opposition to a particular case before 
the Commission are specified. Finally, the determination of 
costs resulting from the Commission's hearings and the de- 


cision as to who should pay the costs are detailed in the 


Rules of Dracedure we 
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D. Appeal Provisions 
The legislative provisions for appealing decisions 
of the Canadian Transport Commission were influenced to a 
great extent by the appeal procedures governing the opera- 
tion of the Board of Transport Commissioners, the Air 


25 


Transport Board, and the Canadian Maritime Commission. The 
Board of Transport Commissioners had the power to review, 
rescind, or alter any of sits tdecisions.* Invaddition, the 
Board could rehear applications. Appeals to the Supreme 
Court of Canada were permitted on questions of jurisdiction 
with the consent of the Court, while any question that, in 
the opinion of the Board, involved a question of law or 
aurisdiction or Donut could be appealed to the Supreme Court 
with the consent of the Board. Finally, appeals and peti- 
tions by interested parties or individuals arising from the 
Board's decisions could be made directly to the Governor- 
in-Council. 

Appeals arising from decisions of the Air Transport 
Board could be made to the Supreme Court of Canada on matters 
of law and jurisdiction. In addition, appeals to the 
Minister of Transport were permissible when the Board sus- 
pended, amended or refused to issue a license authorizing a 
carrier to fly a particular commercial route. While the 
Minister did not have the power under the existing legisla- 
tion to direct the Board to issue a particular directive, he 
could veto the Board's decision. In actual practice, the 


Minister did not act on his own initiative and all appeals 
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were considered by the Cabinet. é 

The Canadian Maritime Commission was an aa sorg 
body to the Minister and had no regulatory Panction. ~As a 
result, there were no appeal provisions included in the 
legislation establishing the Commission. 


The appeal provisions of the National Transportation 





Act closely parallel those established by previous legisla- 
tion. For example, decisions, orders, and rulings of the 
Canadian Transport Commission dealing with rates and 

licenses can be appealed to the Supreme Court on questions 

of law and, with the consent of the Court, on questions of 
Me diction.-© In addition, appeals can be made directly 

to the Governor-in-Council. The additional provisions for 
appeal that are foundwithin the Act deal with appeals aris- 
ing from decisions rendered by a particular committee of the 
Canadian Transport Commission that are not concerned with 

the questions of rates and licenses. These provisions are 
set out in Section 17(4) of the Act. Under thie section,= 
any order or rule issued by a committee of the Canadian 
Transport Commission pertaining to a particular mode of 
transport can be appealed by. the operator -of another mode 

of transport on the grounds that the order, rule or direction 
", , . discriminates against or is otherwise unfair to his 
Meretiona’.”' On receipt of such an appeal, the Commission 
may, in accordance with its Rules of Procedure, confirm, 


rescind, change, or alter the order. During the course of 


the review procedure, the Commission may permit witnesses 
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from provincial or municipal governments or other interested 
bercies to. present eects. 

During the hearings held by the Parliamentary Com- 
mittee, and in the debate in the House of Commons, the most 
controversial aspect of the appeal procedures was the pro- 
vision that appeals arising from the decisions of the various 
committees would be heard by the entire Commission. Numerous 
groups expressed the view that the Commission would auto- 
matically confirm the pene eceae decision. The second 
aspect of the appeal procedure that aroused controversy was 
the provision that enabled the operator of another mode of 
transport to appeal a decision that "discriminates against" 
Seewas “unfair to-his operations".- Both the Canadian 
National and Canadian Pacific Railways were extremely criti- 
cal of this procedure on the grounds that it could be 
utilized by operators of other modes of transport to inter- 


30 


fere with the operations of the railways. They contended 
that should an appeal be made, the order or Coie rendered by 
the Committee should be enforced until confirmed or rescinded 
by the ae Commission. 

Under the rules of procedure adopted by the Com- 
mission, any appeal under Section 17(4) of the Act is 
immediately referred to a Review Committee of the Commission 
for ee: In each instance, the individual or party in- 
volved must document the reasons for his appeal. In 


addition, the appellant may apply to the Commission for an 


order staying the Committee's decision pending the outcome 
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of the appeal. The Commission would not issue a staying 
order unless "the appellant files with the Secretary an 
undertaking, under seal, to save harmless all other parties 
from damages resulting from the operation of such an order. 
oes ne The appellant is required to present within fif- 
teen days detailed evidence supporting his case. In 


addition, any party opposing the appeal has the opportunity 


to present evidence to the Commission. 


TIL. LEGISLATIVE PROVISIONS GOVERNING 


ee a ee 


FREIGHT RATES 
The increasing emphasis on the development of a com- 

petitive and efficient transportation system is revealed in 
the legislative provisions establishing the criteria for the 
determination of freight rates by the railways. The enact- 
ment of the National Transportation Act marked the beginning 
of a new era with regard to legislative restrictions on the 
railways. For example, existing legislative restrictions 
such as "unjust discrimination", "undue preference", and the 
policy of the equalization of rates were removed from the 
MME eict, and the railways were free to levy rates sub- 
ject to a maximum and a minimum level calculated on the basis 
of cost. Subject to these very general restrictions, the 
railways were free to set their own rates. The government 
had been persuaded by the recommendations of the MacPherson 
Royal Commission that competition within the transportation 
industry had increased to the point that the railways were 
oe, 


no longer in a monopoly position. Thus in the government's 
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view, the old legislative restrictions placed on the rail- 
ways were limiting the railways' ability to compete with 
other modes of transport. In short, the government accepted 
the central thesis of the Royal Commission on Transportation 
of 1959 that the inequities in the freight rate structure 
that had emerged in the past were a result of the legislative 
restrictions placed on the railways. Once these restric- 
tions were removed and the railways were free to compete 
with other modes of transport, the inequities in the freight 
rate structure would disappear. In essence, this is the 
guiding philosophy of the various sections of the Act deal- 
ing with freight rates. 

The major sections of the Act dealing with freight 
Mates are clauses 334, 336, 317, 16, and clauses 328 and 
329 dealing with the Crow's Nest Pass rates. The provis- 
ions of each clause will be outlined Sere 

me Section 334 

Section 334 establishes the minimum level for rates 
that can be levied by the railways and thus constitutes one 
of the two basic guidelines for the determination of rates. 
Pais clause stipulates.that all freight rates,that are 
levied must be compensatory, in that the rate levied must 
cover the variable costs involved in transporting the good 
meom point A to point B.?? The: inclousLon:of this .clause +in 
the legislation was designed to restrict the railways from 


attempting to obtain traffic from-other modes of -transport 
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by levying rates that were lower than the cost involved in 
moving the freight. In determining if a rate levied by 

the railway equalled the variable cost of moving the good, 
the Commission was directed to follow the costing proce- 
‘dures issued by the Commission. taeaared in the costing 
procedures were a series of variables that were to be taken 
into account when calculating the variable COsuSs FOt wthte 


36 


railways. The Commission could disallow any rate that 
was not compensatory after investigation. “The Commission 
was free to initiate its own investigation with regard to a 
rate, or any individual or party was free Hott. diz a,/com- 
Peaint. The appellant is forced to present prima facie 
evidence to illustrate that the rate is not compensatory.?’ 
On the basis of the evidence presented, or the lack of evi- 


dence, the Commission would rule on the compensatory nature 


of the rate. 


2. es 336 

Section 336 of the Act established the formula Hor 
the determination of the maximum level of rates. This 
clause is known as the "captive shipper” clause and was in- 
Gluded in the Act. to provide protection to those areas of 
the country where the railways continued to be in a monopoly 
position with regard to the movement of particular commodi- 
fees. This section of the Act is of particular concern to 
Western Canada and was the subject of considerable criticism 


by Western Members of Parliament and by the Governments of 
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Manitoba, Saskatchewan, and Alberta when the provisions of 
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the bill were being debated. 
shipper of goods is of the view that there is "no alterna- 
tive, effective and competitive service" by a mode of 
transport other than rail, the shipper may, if he is dis- 
satisfied with the rate negotiated with the railway, apply 
for a rate to be determined by the Commission. Having re- 
ceived the application, the Commission will calculate the 
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range within which the fixed rate would fall. 
shipper, having been informed of the range of the rate, 

may phen apply to the Commission for "captive shipper 
status", if the rate calculated by the Commission is accept- 
able to him. The Commission may, after investigation, 
declare the shipper to be "captive" and fix a rate equal 

to the variable cost of moving the good plus an amount 

equal to 150% of the variable cost. In determining the 
Wariable cost, the Somnisetlon was directed to calculate the 
cost of moving the good on the basis of 30,000 pound car- 
loads. These two provisions are known as the 30,000 pound 
and the 150% provisions of the Act, and they will be re~ 
ferred to in considerable detail in later chapters. 

Should the Commission grant the shipper "captive 
shipper" status, the shipper is informed of the rate and, 
within 30 days of the Commission's announcement, he must 
Sign an agreement we the railway that commits him to 


move all his products via that railway for a period of one 
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year. This section of the Act further stipulates that the 
maximum formula does not apply to rates in effect on August 
1, 1966 and would not come into force until the rate rose 
above the rate levied as of August 1, 1966. Finally, the 
Commission was required to prepare a report for the Governor- 
in-Council four years after the bill was enacted, in which 
the Commission assessed the operation of this section of the 
Mot. - In the preparation of its report, the Commission was 
free to receive submissions from tater coted groups. 

The Commission presented an interim report to the 
Mor in-Council Hie ome tie ‘operation of Sec tyon: 336 
of the aa In. the report, the Commission noted that 
costing procedures had not been finalized until late in 1970 
and, as a result, there had been no applications for "cap- 
tive shipper" status. A further report will be presented 
when the Commission has received applications for "captive 
Shipper" status. Premier Thatcher of Saskatchewan, in a 
Metter to the Commission in March 1971, indicated that the 
provisions of Section 336 offered no protection to Western 
Mada. He requested that the Canadian Transport Commis- 
sion convene a meeting to discuss this section of the bill. 
His request was denied by officials on the grounds that, 
Since there had been no applications from Western Canada 
for "captive shipper” status, the legislation was being well 


received in Western Canada and there was no need to convene 


such a meeting. 
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Bos SeOCLOM LT, 

Section 317 deals with the movement of less than 
-earload quantities en 5,000 pounds) of freight to any 
point in Canada where there is no “alternative, effective 
and competitive service by a common carrier" other than 
railways. The Commission is empowered to investigate such 
situations and where, in the opinion of the Commission, the 
meres are such". . . as to take eee advantage of a mono- 
poly situation" may disallow the rate and substitute a 


Satisfactory rate in its place. 


4. Section 16 
This section-is known as the "public interest" 
clause in that any interested party that considers that a 
rate levied by the railway "prejudicially affects the public 


interest" may apply to the Commission for the repeal of the 


42 


rate. If the Commission is satisfied that a prima facie 
ease has been presented, it may require the carrier to re- 


move the prejudicial feature of the rate or recommend any 


we 


action that is considered appropriate. In conducting its 


investigation, the Commission is directed to consider the 
following factors: 


a) whether the toll creates an unfair disadvantage 
beyond any disadvantage "that may be deemed to 
be inherent in the location or volume of the 

traffic, the scale of operation connected 
therewith or the type of traffic or service 
involved". 


b)- whether the toll constitutes an "undue obstacle 
to the interchange of commodities between points 
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in Canada or an unreasonable discouragement 
to the development of primary or secondary 
industries or to, export trade in or from 
any region of Canada or to the movement of 
commodities through Canadian ports". 


e) ‘whether control by or the interests of another 
mode of transport may be involved. 


This section of the Act resembled in many ways the "unjust 
discrimination" and "undue preference" clauses found in the 
Railway Act. This provision of the Act was not included in 
Miemorifzinal draft of the bill and was inserted at the in- 
sistence of the Western Members of Parliament and the 
Governments of Manitoba, Saskatchewan, and Alberta by the 
Parliamentary Committee that examined the bill. The clause 
was included in the legislation in an attempt to provide 
Western Canada with greater protection from the monopoly 


position of the railways. 


fee Sections 328 and 329 


These provisions protect the Crow's Nest Pass rates 
on the movement of grain and flour for export to. the Lake- 
head. In addition, the Crow's Nest Pass rates on grain and 
flour Pe te fresh WresDorm. ot Vancouver are protected sag! 
the legislation. Prior to 1967, the Crow's Nest Pass rates 
on grain moving through Vancouver had only been protected 
by a ruling of the Board of Transport Commissioners in 1925. 
Finally, the Crow's Nest Pass rates were extended to ship- 


ments of grain and flour moving through the Port of Churchill. 
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TV. CONCLUSION 

A review of the main provisions of the Act establish- 
ming the criteria for the regulation of freight rates il- 
Justrates the extent to which the railways have been released 
from the legislative obligations that had limited their free- 
dom to levy rates and their ability to meet competition from 
= modes of transport. Of equal importance was the ac- 
ceptance by the government of a new principle for the 
determination of rates. Prior to 1967, the basic principle 
underlying the determination of rates was the “value of 
service principle” -- the belief that the rate levied should 
reflect the ability of the shipper to pay. Under the new 
legislation, the basis for the calculation of rates was 
the "cost of service principle" -- the cost of moving a good 
from point A to point B. Both the MacPherson Royal Commis- 
sion and the Liberal Government were convinced that railway 
eosting techniques had reached the degree of sophistication 
where it was possible to calculate the cost of moving goods 
with a high degree of accuracy. Despite the recognition of 
the "cost of service principle” and the acceptance of the 
forces of competition as the guiding principle governing the 
operation of the transportation system, the continued pre- 
sence of the Crow's Nest Pass rates in the freight rate 
structure illustrates the necessity of recognizing particu- 


lar regional interests within the freight rate structure. 
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As was indicated on several occasions, the National 
Transportation Act was revolutionary in several respects. 

Not only was a regulatory board with jurisdiction over all 
modes of transport established, but the entire philosophy 
underlying Canadian transportation policy was altered. The 
increasing emphasis on competition and the belief that the 
railways should be released from past legislative restriction 
were the central elements of the new philosophy. 

In succeeding chapters, an attempt will be made to 
isolate the policy inputs from Western Canada with resard 1S. 
the provisions of particular sections of the Act. From the 
Ranier discussion of the various provisions of the legisla- 
tion, certain areas of particular concern to Western Canada 
emerge. For example, did the federal government overestimate 
the degree of competition in existence within the Canadian 
transportation industry? Was there a need for the inclusion 
of safeguards in the legislation for the protection of Western 
Canada from the monopoly position of the railways? Do the 
Brovisions in the legislation, such as the "public interest" 
clause and the "captive shipper" clause give adequate pro- 
tection to Western Canada, or was the inclusion of these 
provisions merely an attempt to make the bill cee acceptable 
to Western Canadians by including provisions that offered 
Only limited protection? Finally, are the ee facing the 
Railway Committee of the Canadian Transport Commission dif- 


ferent from those facing the Board of Transport Commissioners? 


: a: we aie cet pai Mx its cea ois 


* +“ 
Jd wv at nf 
> ‘ ; 
ny FP 
‘ 
‘ 
= 3 
- 
~ 4 . +> | 
‘ q 
? hiss 
a Gi} V¥Q2 
= ; 
; AM > “eis 
> * 
fy 
& 
+ 
=. sy 
ont t Pig 
é ee: 
. 
Ly 
‘ 
~ os 
a . 
3a~ U 
* 
oo ‘ 
3 Dd pate 
7 Lo 
e a x 
2 “Al ‘ 
: int - 





* a, ==" ; ake 4 ffi Py nea oW oF 
M4 


ras ah fie Viewea ss 








a set) co 91 sibenad it 


a Ae 





_ : 
a if ‘ 





260 


On the one hand, the Board of Transport Commissioners was 
forced to consider what constituted "unjust discrimination", 
"yndue preference" and a reasonable level of income for the 
railways. The Railway Committee, on the other hand, is 
forced to consider such questions as: What is a variable 
cost? What is a fixed cost? What constitutes a captive 
shipper? What is a prima facie case? What is the public 
Pnterest? As ese noted in his assessment of the Act, the 
Canadian Transport Commission will be forced to make decis- 
Sons that involve questions of human judgment, as was the 
Board of Transport Commissioners. Future actions and de- 
cisions on the part of the Canadian Transport Commission 
will determine in large part the extent to which the 


National Transportation Act is able to cope WiaAs Lucure 





transportation problems. 
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FOOTNOTES 


10 , e | 

An Act to define and implement a national transporta- 
tion policy for Canada, to amend the Railway Act and other 
Acts in consequence thereof and to enact other consequential 


provisions, 1967, 14-15-16 Eliz. II. This Act will here- 
after be referred to as the National Transportation Act. 











“there are many reasons for the delay on the part of 
the federal government in implementing the recommendations 
Beethe Royal Commission on Transportation of 1959. The 
change in government in 1963 and a federal election in 1964 
mre two factors responsible for the delay. For a further 
discussion of the events, see Chapters VIII and IX. 


Jsince PoCcCeathe trouve won Ofmorars bibs - Into: the 
House of Commons has become more frequent. For example, 
the bill implementing tax reform and the legislation revis- 
ing the Combines Investigation Act were introduced into the 
House of Commons as legislation that was subject to 
revision. } 


one brief prepared by the Prairie Provinces was not 
finalized until the Parliamentary Committee had concluded 
its hearings. As a result, the views of the provinces were 
conveyed to the Minister of Transport and his officials. 
For details of these consultations, see Chapter VIII. 








Details regarding the dates of proclamation of the 
various sections of the Act were obtained in an interview 
with Mr. H. Arbique, Secretary to the Canadian Transport 
Commission, in Ottawa on September 7, 1971. 


OAs was indicated in Chapter I, the objective of the 
dissertation is to examine the decision-making process in 
Breas of federal jurisdiction that are of particular con- 
cern to the provinces using the National Transportation Act 
mea case study. In an attempt to outlime the policy in- 
puts from Western Canada and to assess the extent to which 
they were accommodated in the final policy output, the 
author was of the opinion that such a comparison would be 
more meaningful if the details of the Act were reviewed 
prior to any assessment of the policy inputs from Western 
Canada. It was for this reason that this chapter was in- 
eluded at this particular point, rather than leaving a 
discussion of the provisions of the Act to a concluding 
chapter. 
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‘National Transportation Act, 1967, 14-15-16 Eliz) II, 
eum 69, eee ike ‘ 


Bic fis. Fl, aves oe o)e0(), and (a>. 


7a. W. Currie, Economics of Canadian Transportation 
Broronto: University of Toronto Press, 1967), p. 25. 





por a discussion of these principles, see Chapter III. 


Bh ow, CUPEL Cy OM eC kite see 2) 


1éNational Transportation Act, S. 15. Details in 
succeeding paragraphs were obtained from this source. 


ror details of the débate on this issue in the Parlia- 
mentary Committee and in the House of Commons, see Chapters 
meeand xX. 


Beat onal PANDO aoe Ou p ACG Ol oe Ses 1 Diy, LAC): 


s government of Canada, Second Annual Report of the 
Canadian Transport Commission (Ottawa: Queen's Printer, 
moo), p. 3. 


164 fetter, dated April 6, 1971, to the author from Mr. 
H. Arbique. In this letter, the membership of the Advisory 
Council was outlined. Among the members appointed to the 
Advisory Council were: Dr. C. Barber (University of Manitoba), 
Mr. F. Doucet (then with Cape Breton Development Corporation), 
Mr. J. Eyre (Saguenay Shipping), Mr. J. Granger (Ecole 
Polytechnique), Professor Heaver (University of British 
memombia); Dr. Kuhn (York), Mr. E. H. LaBorde, Mr. E. A. 
' Moncrieff (Standard Aero Engines, Winnipeg), Mr. W. J. Rae 
(Leaver Bros..), Professor Stevens (University of New 
Brunswick), Dr. Armstrong (McGill), Professor F. Anderson 
(University of Regina), Mr. Jean-Claude Lessard (Quebec 
Hydro), Mrs. Irene Spry, Dr. MacPhail (National Research 
mcouncil). | 


letter froneMr vols sArbaque: 


18tne provisions governing the constitution of the Com- 
mission are found in Sections 6 to 21 of the National 
Transportation Act. The information in succeeding paragraphs 
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fa caken from these sections. As of February 1972, the 
membership of the Canadian Transport Commission was the 
following: Hon. J. W. Pickersgill (President), Mr. G. 
Roberge (Vice-President), Mr. R. Cope (Vice-President, 
Research), Mr. H. Arbique (Secretary), Mr. J. R. Belcher 
(Chairman of the Air Transport Committee), Mr. H. Griffin, 
Mr. G. Morisset (Chairman of the International Transport 
Policy Committee), Mr. J. F. Clark, Mr. G. F. Lafferty, 
Mr. L. Fortier (Chairman of the Motor Vehicle Transport 
Committee), Mr. J. Magee, Mr. J. Woodard, Mr. A. Campbell 
(Chairman of the Water Transport Committee), Mr. D. Jones 
(Chairman of the Railway Transport Committee), Mr. R. 
Merch, Mr. J. Thomson, Mr. L. Talbot, and Mrs. 8. M. Carver. 


19National Transportation Act, Ch. 6OTES 217 eo BeS ee 


20 


Canadian Transport Commission (Ottawa: Queen's Printer, 
1969), p. 1. : 


élone members of the Railway Committee, as of February 
1972, are: Mr. D. Jones (Chairman), Mr. R. March, Mr. 
weeM. Woodard, Mr. G. F. Lafferty, Mr. J. Magee, Mr. J. 
Monson, Mr. 1. Talbot, Mr.-J. Clark (ad hoc), and Mr. 
R. Cope (ad hoc). Biographies of the Commissioners were 
obtained from Mr. H. Arbique. 





<2 Interview with Mr. D.- Jones on September 10, 1971. 
2 National PrensportachOneACuy oO. 47s. Ss8- 1. 
24 


Canadian Transport Commission, General Orders, 1967, 
No. 1. In September 1967, the Canadian Transport Commission 
adopted a series of rules of procedure governing their 
operation. The information found in succeeding paragraphs 
feedrawn from. that-document. -In- particular, see rules 
member 300, 7305," 510,> 315,° 320, 930, BBS 7040; 345, ° 350, 
ee, 300, 365, 370, 375, 380, and 385. 


this point is°made by, Av Wo Currie, op. cits, 7 pp: 
401-403. In addition, see rules number 770, 780, 785, 820, 
mo O60, 870, 880," and 890° of the General Orders." These 
rules of procedure govern appeals and are referred to in 
Succeeding paragraphs. 


200. Ww. Currie, op. cit., pp. 401-408. Questions of 
law refer to the legal procedures employed by the Commission 
when receiving evidence and in its decisions based on that 
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evidence. Questions of jurisdiction are concerned with the 
limits of the Commission's jurisdiction and whether a par- 
meeular matter is within the. jurisdiction of the Commission. 


27 National rene ooriulone hou, 1967, Che 69, S.17, 
ees. 4. An example.of such an appeal would be if the 
Canadian Transport Commission rendered a decision with re- 
feo co the level of railway rates, this» decision could, be 
appealed by a trucking company. 


SS peceresth oa .s 5 © 


2" the controversy with regard to the appeal provisions 
centered on the question of whether an appeal arising from 
a decision rendered by one of the Committees should be re- 
ferred to the entire Commission. The view was expressed 
that the Commission would merely confirm the Committee's 
aMitial decision. Details of. this debate will be outlined 
in Chapters IX and X. 


3° tne opposition of the CNR and CPR to the appeal pro- 
Wisions was outlined in their briefs to the Parliamentary 
Committee that studiedBill:C-231. For details, see 
Chapter X. 


3loanadian Transport Commission, General Orders, 1967, 
No. l. 


Be tDid: , rule number 830. 


230he recommendations of the Royal Commission on 
Transportation of 1959 will be considered in Chapter VII 
of the dissertation. é . 


3 "National Pramspori avo hot we Sod, Oss O17 ko, 


328, and 329. Details in succeeding paragraphs were drawn 
from these sections. 


25variable costs can be defined as a type of production 
cost that varies with the volume of output. In calculating 
Variable costs of moving a good from point A to point B, 
the cost would vary directly with the distance the good is 
Meine transported. For a discussion, of this term, see M. 
K. Inman, Economics in a Canadian Setting (Toronto: Copp- 


Bark, 1959), p- ASL. 
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3651 determining the components of the railway's vari-~ 
able costs, the Canadian Transport Commission was instructed 
mo include the variables outlined in the costing procedures 
that would be developed by the Commission in the future. 


D’there is no definition in the legislation for the 
ferm prima facie. It is left to the appellant and the Com- 


Mission to determine what constitutes a “prima facie case" 
In an interview with Mr. D, Jones, he indicated that one 
definition of a ae facile case" was "a case that re- 


Quired a response’ 


2 The opposition of Western Canada to the provisions 
of this section of the Act will be outlined in Chapters 
mere, IX, and X of the dissertation. 


29tn the initial inquiry conducted by the Commission, 
the Commission would calculate in a very rough fashion, 
using the criteria outlined in Section 336, the range within 
which the fixed rate would fall. 


0 : : ; , 
Mie cODcents, One 2nterim report were revealed by 
Mr. H. Arbique in an interview. 


AT : 
The contents of Premier Thatcher’s letter were re- 
vealed in an interview with Mr. F. Lemieux, legal counsel 
_for the Province of Saskatchewan, in Ottawa on September 


pel O/ il. 


Heohere is no definition of the term "public interest" 
in Section 16. In the view of Western Canada, this was one 
of the major weaknesses of the bill. The definition of the 
term "public interest" has been left to the Canadian 
Transport Commission. 


“Sphere is no definition of the term "prima facie 
Mee in Section 16, and it is left to the Commission to 
decide whether an applicant has presented such a case. 


Se tational Transportavion: Act, 9S, CU Past pees ea ee Cenc. 


“Oohis point was revealed in interviews with the Hon. 
J. W. Pickersgill on September 9, 1971; with Mr. J. W. 
Telford, Manager of the Alberta Freight Rate Bureau, on 
May 31, 1971; with Mr. K. Setter, Economist with the 
Government of Saskatchewan, on September 1, 1971; with Mr. 
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ria § former legal counsel Poe. the Province of Saskatche- 
on September 8, 1971; and with Mr. F. Lemieux, and will 
iscussed in greater detail in Chapter xX, 





CHAPTHR Vit 
THE ROYAL COMMISSION ON TRANSPORTATION OF 1959 


As noted in Chapter I, the objective of one dis- 
sertation is to examine the formulation of policy by the 
federal government in areas of federal jurisdiction that 
are of concern to the provinces. Such an analysis should 
reveal if in fact the consultative areeen Bee employed by 
the federal government in areas of federal jurisdiction 
differ from the consultative procedures employed by the 
federal government in areas of provincial jurisdiction. 
The events surrounding the enactment of the National 
Transportation Act of 1967 serve to illustrate more com- 
pletely the nature of the decision-making process within 
the Canadian federal system during a period which has been 
described hy many as the era of co-operative federalism. 

There were three major policy inputs that ulti- 
mately produced the National Transportation Act of 1967 -- 
the Royal Commission on Transportation of 1959" (the 
MacPherson Royal Commission), Bill c-120,* ther first arait 
of legislation that attempted to implement the recommenda- 
tions of the Royal Commission, and Bill C-231,? the revised 


legislation introduced by the federal government in 
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August 1966. Each policy input contributed to the pro- 
visions of the legislation that was ultimately enacted. 
This chapter and the next four are devoted to a detailed 
examination of each of these policy inputs... This examina- 
tion facilitates an analysis .of the poliey inputs from 
Western Canada at various stages in ane decision-making 
eeeess. This chapter is ae anad with the initial policy 
input -- the MacPherson Royal Commission. 

The Objective of this chapter is to examine the 
major recommendations of the Royal Commission and to assess 
the extent to which the recommendations were Tree nee ese 
in the legislation enacted by the federal government in 
7967. In addition, an attempt is made to examine the nature 
of the policy recommendations made by the three Prairie 
Provinces and various pressure eroups from Western Canada. 
such a review should reveal the extent to which the as Sek: 
recommendations put forward by Ne provincial governments 
and the pressure groups from Western Canada were incorporated 
into the final recommendations of the Royal Commission. 

The chapter is divided into four major sections. 
section I is devoted to a review of events leading to the 
establishment of the Royal Commission, an examination of 
the mers O01 reterence.and the. personnel sa@awine Commission, 
and a discussion of the major policy ee AOR Re of the 
Royal Commission. Section II Peer an analysis of the 


policy recommendations made by the railways, the Provinces 
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of Manitoba, Saskatchewan, and Alberta and various pressure 
groups from Western Canada, and an assessment of the extent 
a which their views were incorporated into the final recom- 
mendations of the Commission. Reaction of the federal and 
provincial politicians and pressure groups from Western 
Canada to the report is reviewed in Section III. Section 

IV contains an assessment of the importance of the MacPherson 
Royal Commission as the initial policy input leading to the 


enactment of the National Transportation hee. 


SECTION I: THE ROYAL COMMISSION. 


A. Events Leading to the Establishment 
of the Royal Commission 


An analysis of the literature written at the time 
of the establishment of the MacPherson Royal Commission in 
May 1959 reveals that there is general agreement as to the 
‘Series of events that necessitated the creation of the 
Royal Commission. 

Perhaps the most important event was the series of 
horizontal percentage rate increases granted to the railways 
in a number of cases before the Board of Transport Commis- 
sioners during the period from 1945 to 1958.° The impact 
of these increases was particularly severe on the freight 
rate structure in Western conn For example, the Board 
of Transport Commissioners determined that the impact of 
the horizontal percentage increase of 17% granted by the 


Board of Transport Commissioners in 1958 fell most heavily 
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on traffic moved by the railways in Western Canada. It was 
calculated that 56.7% of the rate increase would have been 
carried by traffic moving in Western Canada, while only 
26.5% of the increase would have been carried by traffic 
moving in Ontario and prebeaae The opposition from Western 
Canada to these rate increases was in large part responsible 
for the credtion of the Turgeon Royal Commission in 1948, 
ct was, also the opposition from Western Canada in the 1950's 
wo the series of rate increases that contritited in part to 
the establishment of the MacPherson Royal Commission. 

| A ‘second event that led the government to consider 
the establishment of a royal commission to review all as- 
pects of railway policy was the decision of the Board of 
Transport Commissioners to grant a further 17% Bis B ee in 
freight rates to the railway in 1958 despite evidence that 
clearly indicated that the major burden of the increase would 
once again fall on Western Canada. The rate increase was — 
appealed to the Governor-in-Council by the Governments of 
Manitoba, Saskatchewan, and Alberta. ‘The appeal was dis- 
missed by the Cabinet on the grounds ae the railways had 
demonstrated to the Board of Transport Commissioners the 
necessity of the rate increase o offset increasing operat- 
ing costs. Although the appeal was dismissed, the Diefen- 
baker Government became increasingly aware of the inequities 
in the freight rate structure that were emerging as a result 


of the horizontal percentage increases. As a result, Prime 
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Minister Diefenbaker announced the appointment of a Cabinet 
Committee to make recommendations as to how the impact of 
the rate increases could be reduced in Western Canada. The 
solution proposed by the government was the granting of a 
subsidy of $20 million to the railways. The subsidy was 
Specifically ‘designed to reduce the impact of the rate in- 
ereases on Western Canada and the Maritimes. In March 1959, 
the Freight Rates Reduction Act was enacted. In addition 
to the $20 million subsidy to the Sainte, ARS increase in 
rates granted by the Board of Transport Commissioners ‘ig 
1958 Was reduced to 8%. The government also announced that 
a royal commission would be established to investigate all 
aspects of railway policy. Finally, the government said that 
no rate increases would be allowed pending the report of the 
royal commission. The government coneluded that this policy 
decision would provide adequate relief for Western Canada 
pending pie =Geporty- or the reyal-commissron.. “In brief, these 
were the events leading to the establishment of He 
MacPherson Royal Commission. 
B. metms Of Rererence and. Personnel 

of the Commission 

mee lero rOlVnorerence: 

On May 13, 1959, Prime Minister John Diefenbaker 
announced in the House of Commons the appointment of the 
Royal Commission on Transportation under the chairmanship 
of ‘the honourable Charles P. MeTague. The Royal Commission 


was instructed "to inquire into and report upon the problems 
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relating to the railway transportation imdustry in Canada 


and the causes thereof, and to recommend solutions thereto. 


mtd 


» . -" ..In particular, the Commissioners were instructed 
to consider the following problems in the preparation of 


their report: 


A. inequities in the freight rate structure, their 
incidence upon the various regions of Canada and 
the legislative and other changes that can and 
should be made, in furtherance of national 
economic policy, to remove or alleviate such 
inequities; 

B. the obligations and limitations imposed upon the 
railways by law or for reasons of public policy, 
and what can and should be done to ensure a more 

equitable distribution of any burden which may be 
found to result therefrom; 


C. the possibilities of achieving more economical 
and efficient railway transportation; 


D. whether, and to what extent, the Railway Act 
should specify what assets and earnings of railway 
companies in business and investments other than 
railways should be taken into account in establish- 
ing freight rates; and 


E. such other related matters as the Commissioners 
consider pertinent or relevant to the peers 
Srelenora PeSCOpee OL tien LUG US Pian ec 0 vce 
A review of the terms of reference reveals that the 

Commission was instructed to consider such specific problems 
as the inequities in the freight rate structure emerging 
from the horizontal percentage rate increases in the 1950's. 
in addition, the Commission was directed to Ae the 
legislative burdens imposed on the railways as a result of 
the various provisions of the Railway Act. Tha: it would 


appear that the terms of reference establishing the Royal 


Commission were sufficiently general to permit a full scale 
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review of federal railway policy and at the same time permit 
an examination of specific problems that had been the source 
Of regional discontent for a prolonged period of time. 

During the course of his remarks explaining the 
terms of reference of the Commission, Mr. Diefenbaker made 
a statement with regard to the status of the Crow's Nest Pass» 
rates. Assurances were given to Western Canadian farmers by 
Mr. Diefenbdaker that the review of railway policy undertaken 
by the Commission would not include a review of the Crow's 
Meat Pass rates on grain and flour. In Mr. Die fenbaker's 
view, ae sage sense: was a bargain between the federal 
government and Western Canada that could not be broken.” 

The implications arising from Mr. Diefenbaker's re- 
marks were of considerable importance. How could Mr. 
Diefenbaker. justify the exemption of the Crow's Nest Pass 
rates from the terms of reference of the Commission when the 
terms of reference specifically called for a review of all 
statutory obligations imposed on the railways? Clearly the 
Crow's Nest Pass rates on grain and flour are statutory ob- 
ligations Mpa on the railways. Was Mr. Diefenbaker 
limiting the scope of the terms of reference of the Royal 
Commission or was he merely stating that his government, 
regardless of the Royal Commission's recommendations, would 
Mex aiter the status of.the Crow's Nest Pass rates? : In. the 
initial organizational meetings held by the Royal Commission, 


the railways argued that the Crow's Nest Pass rates were 
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clearly within the terms of reference of the Commission and 
that the Commissioners should examine the impact of the 
Crow's Nest Pass rates on the revenues of the railways. The 
Western Canadian provinces argued that the Crow's Nest Pass 
rates had been excluded from the terms of reference of the 

Commission as a result of Mr. Diefenbaker"s remarks .+° 

On September 18, 1959, the Commissioners ruled that 

an examination of the Crow's Nest Pass rates was within the 
terms of reference of the Commission. ++ The Commissioners 
noted that the rates were statutory obligations imposed on 
“the railways and eh were within their terms of reference s+” 
The Crow's Nest Pass rates became a major issue of debate at 
the hearings of the Royal Commission held in Western Canada. 
The railways were responsible for making the Crow's Nest 
Pass rates the major subject of debate. During the course 
of the hearings, the railways argued that the losses incurred 
on the movement of grain in Western Canada necessitated that 
they apply to the Board of Transport Commissioners for rate 
increases. In effect, the railways attempted to demonstrate 
that the Crow's Nest Pass rates were responsible in large 
part for the inequities in the freight rate structure be~. 
tween Eastern and Western Canada. There was an immediate 
response from Western Canada and the majority oe the briefs 
from Western Canada included long historical accounts of the 
Crow's Nest Pass Agreement and the benefits of the Agreement 


to both the railways and to Western Canada.*? Mr. J. Jd. Frawley, 
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legal counsel for the Alberta Government at the hearings: of 
the Royal Commission, informed the Alberta Government at the 
outset of the Commission's hearings that the railways would 
make the Crow's Nest Pass rates the central issue in their 
presentations before the Commission. Ina letter from Mr. 
R.A. Crosbie, Traffic Director of the United Crain Growers, 
to Mr. James R. McFall, Secretary of thesAlbertay Federation 
of Agriculture, dated July 14, 1959, Mr. Crosbie reviewed 
the events of a meeting with Mr. Frawley. ‘In the course of 
the letter, he wrote: 

-.. . According to Mr. Frawley the Crow's Nest Pass 

rates will be subject to investigation, as the terms 

of the Order-in-Council can be interpreted to en- 

able anyone interested in those rates to place their 

Opinions before the Commission. Mr. Frawley is of 

fhe opinion that the Canadian Pacific Railway will 

make the Crow's Nest Pass Rates their main subject, 

as they are giving these rates considerable study, 

and the provincial governments of Western Canada 

will challenge their submissions strenuously in 

every way possible, including what is taken into con- 

sideration when determining the cost of hauling grain; 

what the CPR received under the original agreement 

Berd any other benefits for construction of the rail- 

Way. If it is proven beyond doubt that the rates are 

set at a level below costs, the Governments will then 

ask that a hard and fast subsidy be provided. .. .1 
Mr. Frawley's analysis of future events was extremely accurate 
and they will be explored in greater detail in succeeding 


Sections of the chapter. 


Zs. Personnel 
The Royal Commission on Transportation was composed 
of seven individuals. A review of their personal background 


reveals some interesting facts with regard to regional and 
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occupational representation.- The Chairman of the Commis- 
Sion was the Honourable C. P. McTague, a judge of the Supreme 
Court of Ontario from 1935 to 1944. Prior to his appoint- 
ment to the bench, Mr. McTague was a national organizer of 
the Conservative Party, Chairman of the Ontario Securities 
Commission from 1945 to 1948, and a Director of the Toronto 
Telegram. Due to illness, Mr. McTague was forced to resign 
as Chairman shortly after the Royal Commission was established 
and Mr. M. A. MacPherson of Regina was made Chairman. Mr. 
MacPherson was one of the original Commissioners and Wir. 
MeTague's position on the Commission was never filled. Mr. 
MacPherson was a former Attorney-General of Saskatchewan 
and, from 1931 to 1934, was Provincial Treasurer. He was 
nominated for the leadership of the national Conservative 
Party on several occasions. During the 1940's and 1950's, 
'Mr. MacPherson was the legal counsel to the Bee cnevan 
Government in a series of cases heard before the Board of 
Transport Commissioners. 

Mre Ah scarce Of Ottawa was va nember Or the =Cana— 
dian PeeeRerNeéd of Railroad Trainemen and a. national 
legislative representative of that union from 1951 to 1957. 
In July 1957, he was appointed as an employee representative 
on the Canadian Labour Relations Board. Mr. H. Anscomb of 
Victoria was a chartered accountant by profession and 
Minister of Finance in the Conservative Government of the 


Province of British Columbia from 1941 to 1952. Mr. Rene 
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Gobeil, a consulting forest engineer from Quebec City, was 
the son of Mr. Sam Gobeil, Postmaster General in the 
Government of R. B. Bennett. Mr. Gobeil had close associa- 
tions with the Union Nationale in Quebec. 

The representative from the Maritimes was Mr. H. 
Mann. Mr. Mann was an economist and executive manager of 
hie Maritime Transportation poimbiesi Gh. In addition to Mr. 
MacPherson, the other Commissioner chosen from the Prairie 
Provinces was Mr. Arnold Platt, a former President of the 
Alberta Farmers' Union. A review of the biographies of 
the Commissioners reveals that all regions of Canada were 
represented and Western Canada, in particular, had a very 
strong voice on the Commission. of the six Commissioners 
appointed, the Chairman and two of the Commissioners came 
from Western Canada. SB 
C. Reaction to the Establishment 

of the Royal Commission 

The reaction of both federal and provincial poli- 
ticians to the establishment of the Royal Commission was 
very favourable. There were, however, reservations expressed 
regarding the terms of reference of the Commission. For 
example, Mr. Lionel Chevrier, spokesman for the Liberal 
Party on transportation matters, questioned the terms of 
reference by noting that they should have included specific 
reference to such problems as the compensatory nature of 
the Crow's Nest Pass rates, the impact of horizontal per- 


centage rate increases and the effects of long and short 
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16 


haul discrimination on various regions of the country. 
With regard to the Crow's Nest Pass rates, Mr. Chevrier 
noted that the rates should be studied by the Commission to 
see if they were compensatory. If it was found that the 
railways were losing money on the movement of grain, they 
should be paid a subsidy. 

Mr. Douglas Fisher of the C.C.F. noted that the 
Bommission was dominated by-Western Canada. As a result, 
he Mead the Commission would not examine in any great 
detail the compensatory nature of the Crow's Nest Pass rates. 
Despite the statements of Mr. Diefenbaker with regard to 
the Crow's Nest Pass rates, Mr. Fisher was of the opinion 
that it was within the terms of reference of the Royal Com- 
Mission to examine the compensatory nature of the rates.1! 
However, Mr. Hazen Argue, C.C.F. Member of Parliament for 
Sassiniboia, noted that any attempt to alter the status of 
the Crow's Nest Pass rates would be detrimental to the wel- 
fare of the nation. If the rates.on grain and flour were 
merercd, it would be, in’ Mr. Argue's WOM ee se a ce COLLe 
greatest blow to national unity administered in this genera- 
MerOll. + ee Both Mr. Fisher and Mr. Argue were in 
agreement that there was enough information eee in 
the reports of previous Royal Commissions for the government 
to take action on the question of freight rates. They also 
proposed that the terms of reference of the Commission be 


expanded to include all modes of transportation. 
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Press reaction in Western Canada to the establish-. 
ment of the Royal Commission was favourable. In an editorial 
mi May 15, 1959, The Calgary Herald noted: 

Progress towards a solution of Canada's aggravating 
railway policy problem is now assured with the ap- 
pointment of a royal commission to examine every 

aspect of it. The men appointed to the Royal Com- 


mission represent an admirable selection of talent 
and a worthy representation of cross-country opinion. 


The Winnipeg Free Press commented on the appointments of 
Messrs. MacPherson, Anscomb and Platt to the Royal Commis- 
sion. It was suggested that these appointments would ensure 
that es. se Western Canada's interests will receive the full 
and sympathetic attention of the Commission. . . ace 

A review of newspapers in Western Canada did not 
reveal any comments by the Premiers of the three Prairie 
Provinces regarding the Be ecu of the Commission. 
Because of the pressure exerted on Ottawa to establish the 
Royal Commission, it can be assumed that its establishment 
was well received in the three prairie capitals. 

Meee oOrfanization of the Connaeaionss 

eee Work 

The Commission travelled to all the provinces to 
hear briefs from the provincial governments and interested 
groups. The public hearings continued for 134 days and, 
during that time, the Commissioners received 141 formal sub- 
Missions and 185 exhibits of statistical information. The 
Commission held hearings in Ottawa prior to their travels 


across Canada and at the conclusion of their travels. The 
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Ottawa hearings were the most important held by the Commis~ - 
sion because it was at these hearings that the provinces 

and the railways presented their arguments .°* The hearings 
held in Ottawa were dominated to a large extent by the argu- 
ments by the railways and the Provinces of Manitoba el 
Alberta regarding the compensatory sete: of the Crow's Nest 
Pass rates. Although the Government of Saskatchewan pre- 
sented a brief to the Royal Commission, it did not engage 
outside consultants to prepare a detailed study of the costs 
incurred in the movement of grain as did the Provinces Oss 
Peer toba and Alberta. As a result, it was the officials 
from Manitoba and Alberta who were the leading spokesmen for 
Western Canada during the hearings held in Ottawa. 

The Commissioners interpreted their terms of refer- 
ence in a broad manner and one beyond an analysis of 
transportation policy as 1t pertained to railways to develop 
general principles for the development of a national trans- 
portation policy that would be applicable to all modes of 
transport. The recommendations of the Commission are to be 
'found in ae three volume report. Volume I, published in 
March 1961, contains a survey of the changing environment 
in which the Canadian transportation system functions and 
the feet that these changing conditions have had on all 
modes of transport. In addition, general principles under- 
lying a proposed new transportation policy were enunciated. 
Volume II of the report was published in December 1961, and 


contained specific recommendations for implementing the 
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general principles enunciated in Volume I. Volume Te; 
published in 1962, contained a series of studies that had 


been undertaken by the Commission. 


BE. Philosophy of the Report 


The central thesis advanced in the report of the 
Royal Commission was that the goal of transportation policy 
in the future should be the promotion and development of an 
efficient and competitive transportation system. While 
recognizing the importance of the social ope political as- 
pects of transportation policy, the Commissioners stated 
that these eee should be de-emphasized in the future. 
The guiding principle governing transportation policy should 
be the principle of competition. 

While the Commissioners recommended that transporta- 
tion policy be governed by the forces of competition, they 
indicated that the transportation system should not be 
totally free of governmental controls. ee controls imposed 
by the government, however, should not directly interfere 
with the forces of competition as the guiding principle 
"governing transportation policy. Ideally, each mode of 
transportation should be free to compete with other modes of 
transportation, and the users of each mode should pay the 
cost of the services provided. In pursuing this goal, the 
objective should be to rely as much as possible on the 
market decisions of individuals to provide the necessary 


transportation services. National transportation policy 
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should not inhibit the interplay of competition nor protect 
one segment of the industry from the forces of competition by 
governmental regulation. It should be noted that the Com- 
missioners failed to deal with the problem of public and 
private ownership in various segments of the Canadian trans- 
portation industry. More importantly, the Commissioners 
failed to consider the possible conflict between the forces 
of competition and the presence of publiecally-owned trans- 
portation facilities within the transportation industry. 
While recognizing that the forces of competition 
should govern the operation of the transportation system, 
the Commissioners acknowledged that there were particular 
segments of the transportation industry and particular regions 
of the country where the forces of competition were dis- 
morted by the..presence of conditions of Paani ry ov In 
situations such as these, governmental regulation should be 
such that it would accomplish the same results as if the 
forces of competition were present. When an inefficient 
and uneconomic transportation system was eee im the 
me public interest" as a result of a governmental directive, 
the government should be obligated to subsidize that service 
from the public treasury. In short, the Commsasioners 
argued that the problems that faced the transportation in- 
dustry in Canada were a result of its failure and inability 
to adjust to the forces of competition in existence within 


the industry. In their report, the Commissioners placed 
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little or no emphasis on the unwillingness of the transporta- 
tion industry to adjust to the forces of competition. The 
“Commissioners emphasized the inability of the industry to 
adjust to the forces of competition as a result of the legis- 
lative restrictions imposed on the industry. The benefits 
derived from the application of the principle of competition 
would, in the Commissioners' view, offset any of the dis- 
advantages that would arise from the removal of governmental 
controls. 

The philosophy underlying the Commission's report 
is summarized in the following quotation: 


- « - Ai detailed examination, of this particular 
situation has led us to the conclusion that national 
transportation policy can no longer ignore - as it 
was able to do in the past- the consequences for the 
transportation system of using parts of it as an in- 
strument of national policy. If the competitive 
relationship between the various modes is allowed to 
be affected by non-economic considerations, the re- 
sult will be the misallocation of resources and the 
distortion of the transportation system as a whole. 
such effects whenever. they occur must in our’ view 
Peeiaviralized by appropriate public action. .:.. 


aes. This conclusion, a*central theme .of this 
feport does not. disregard the use of transportation 
as an instrument of national policy. Rather it 
conveys that transportation as an instrument of 
national policy to be most salutary for Canada in 
the future, its adaptation to the exigencies of the 
new competitive environment will warrant ice con= 
sideration than may have seemed necessary in the 
Beebe ce . 225 


It is not surprising that the Commissioners con- 
Bluded that competition should be the guiding principle 
Governing the operation of the transportation industry in 
Canada. -A review of the personal backgrounds of the Com- 


‘Missioners, as well as interviews with Mr. A. W. Platt and 
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Mr. F. Anderson, Secretary of the Commission, would lead 


one to conclude that these individualssbelieved ‘that “the 


» forces of competition.should 'guidé the industry. Excessive 


governmental ‘regulation should be avoided wherever pos- 
sible. Thus, it would appear that their views with regard. 
to the regulation of the transportation system were consis- 
tent with their overall political philosophy. 


F. Railways and the Forces 
of Competition 


In applying their general philosophy to the rail- 


._ ways, the Commissioners noted that the monopoly position 


once enjoyed by the railways had disappeared and that the 
railways were unable to meet existing competition within the 
transportation Taha oe Among the factors limiting the 


railways' ability to meet the forces of competition were the 


_ increasing demand for specialized shipping services, such 


as containerization, and the inability of the railways to 
provide ater services, the growing competition. from trucks 
and airplanes, and the restrictions imposed by law on the 
railways. The Commissioners linked the inability of the 
railways to meet increasing competition with the legislative 
restrictions imposed on them by federal legislation. This 
was the central thesis advanced in their report.<! 
The Commissioners reasoned that the railways were 


being pressured by rising costs within the industry and de- 


clining revenues as a result of increased competition. The 
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railways were limited in their ability to compete by exist- 
ing legislative restrictions and they had been forced to. 
resort to horizontal percentage increases as the only avail- 
able method increase revenues. The greatest impact of 
‘these rate increases had been in areas such as Western 
Canada where the railways were in a monopoly postyien The 
solution proposed by the Commission was to release the rail- 
ways from the legislative restrictions that restricted their 
ability to compete, yet retain sovernmental. controls ug 
areas where the railways were in a monopoly position. ‘In 
short, the Commissioners recommended a new policy for the 
determination of rates to meet the new conditions of competi- 
tion. The traditional principle governing the determination 
of rates -- the value of service approach -- was clearly 
inadequate. In the future, ihe cost of service would be 
the principle coverning the eter tha tvon Cie caus 

In recommending that a cost-oriented rate structure 
be developed to replace the value of service approach, the 
Commissioners rejected the policy of equalization advocated 
'.by the epee ch Commission in 1951. The Commissioners noted 
that Commissioner Turgeon failed to recognize the increasing 
competition within the industry mee as a’ result; *-faiget=te 
Pee omnize that if class and commodity rates were qualized, 
the railways would move to the negotiation of agreed charges 
and competitive rates, thereby negating the policy of 


equalization. 
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By proposing that the traditional restrictions on 
the railways, such as ane provisions prohibiting "unjust 
discrimination", “undue preference", and the promotion of 
“just and reasonable" rates, be eliminated, the Commissioners 
were of the view that these stern cap aN ceased ae have 
meaning as criteria for the determination of rates under 
conditions of Pre a vores The Royal Commission recom- 


mended that a new basis of rate regulation be introduced 


‘that would establish maximum and minimum levels for rates. 


Within this range, the railways would be free to set rates 


as they saw fit. The Commission did recognize the need for 


greater regulation in areas that were characterized as being 


"areas of significant monopoly". To provide protection for 


‘shippers in these areas, the Commissioners introduced the 


30 A detailed analysis of 


notion of the "captive shipper". 
the new rate regulations proposed by the Commission will be 
outlined in the following section of the chapter. 

Before reviewing the details of the rate regulations 
proposed by the Commission, it is necessary to review 
briefly some of the factors that led the Commissioners to 
the view that the railways should be released from existing 
regulations and that there was need for new criteria govern- 
ing the determination of rates. Mr. A. Weir Latti.necneso® 
the Commissioners, and Mr. F. W.-Anderson, Secretary of the 


Commission, outlined several of the factors that the Com- 


missioners took into account when formulating their 
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recommendations. In their view, the Commissioners were 


faced with two alternatives. On the one hand, they could 
have Becamended that the forces of competition regulate the 
various modes of transport. On the other hand, the Commis- 
sioners could have recommended greater and more sophisticated 
methods of governmental regulation over all modes of trans- 
port. Initially the Commission accepted the notion of 
greater regulation. As the hearings progressed, “they be- 
eame convinced that competition was the only alternative 


52 


that could be recommended". Mr. Anderson observed that 
the Commissioners realized that it would be impossible to 
regulate only one mode of transportation (railways) when 
there was increasing competition within the transportation 
Miiistry.>” The Commissioners concluded that the only solu- 
tion was to Perk nerd ohoecstes by a formula that would 
establish maximum and minimum levels for rates. 

The Commissioners were convinced that it would 
have been impossible to implement and scrutinize the regu- 
Becions that would be required to regulate all modes of 
transportation fnathescfuture. “While Mr. Plattirealizedhtine 
implications of this decision for Western Canada, he was 
personally convinced that the forces of competition should 
govern transportation policy. As an economist, he could 
not make a case that would convince himself on his fellow 


Commissioners that the principles of competition, as they 


applied to the transportation system in Western Canada, 
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should be modified to take into account the monopoly position 
of the railways with regard to the movement of certain bulk 
commodities. In Mr. Plhatt's view, "political solutions 
should not be imposed on a transportation system that has to 


wot 


serve all industries. MriePlatt"s view: that-poli- 
tical solutions should not be imposed on the transportation 
system is an interesting commentary on transportation policy 
as it has evolved in Canada. The development of transporta- 
tion policy since Confederation has been characterized by 
the imposition of political solutions arising from regional 
eacures and demands on a national transportation policy 
that had been developed in large part on the basis of the 
principle of competition. Furthermore, it is difficult to 


conceive how any solution proposed by the Commissioners would 


not have to take these factors into account... 


Among the factors that led Mr. Platt and the other 
Commissioners to the view that governmental regulation 
should be minimized were the increasing competition from 
other modes of transport, the belief that in the past the 
Board of Transport Commissioners did not fully realize the 
impact of their decisions, and the belief that decisions 
affecting transportation could best be made by businessmen 
and not by bureaucrats. An additional factor cited by Mr. 
Platt was a distrust of bureaucracy and the corresponding 
view that the greater the degree of governmental regulation, 


the greater the degree of bureaucratic control. Finally, 
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it was recognized by the Commissioners that governmental 


regulations in the future would become increasingly diffi- 


cult to implement as conditions within the transportation 


industry changed. While recognizing that greater govern- 
mental regulation would have been beneficial to Western 
Canada, the Commissioners were unanimous in their view that 
competition should be the guiding principle governing the 
operation of the transportation industry. 

When questioned on the assumptions-.underlying the 
basic recommendations of the Commission, such as the belief 
on Sea part.of oe Commissioners that the railways were a 
@eetining industry, Mr. Platt noted that he is-still con- 
Vinced that the railways were a declining industry in the 
late 1950's and that the only alternative was to release them 


2 


from many of the legislative restrictions imposed on then. 


/Mr. Anderson recalled that an analysis of events in the mid- 


1950's had convinced him that the railways were losing their 
monopoly position within the transportation industry. While 


this observation is a truism in the 1970's, Mr. Anderson 


noted that this point of view was not being articulated at 


36 


the time when the Commissioners were preparing their report. 
Thus the observation that the railways were no longer enjoy- 
ing a monopoly position within the transportation industry 
Showed greater insight on the part of the Commissioners than 
a reading of the report in the 1970's. would indicate. 

’ While acknowledging that the Commission overemphasized 


the degree of competition in existence within the transportation 
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industry, Mr. Platt maintained that the forces of competition 
have eens since 1959 and that in the vast majority of 
Me scs there is adequate competition to regulate the various 
Meaes of transport. * Regarding the contention of the Commis- 
sion that the inequities in the freight rate structure were 

a result of excessive regulation, Mr. re oe tee to ac- 
cept the validity of that proposition today. He continues 
eto believe enee freight rates should be determined on a cost- 
Mpgented basis. While recognizing that- it is difficult to 
eonvinee Western Canadians of this fact, Mr. Platt noted 

that Western Canadians must realize that this is the price 
miey pay for living in the West. . While Mr. Platt"s con- 
tention that the forces of competition within the transporta- 
tion industry have increased in Western Canada over the past 
ten years is undoubtedly valid, the railways continue to 
“enjoy a monopoly position with regard to the movement of low 
value bulk commodities. While commodity pipelines may in 

the future offer competition to the railways, at the present 
time there is no viable alternative to the railway Pox 
“moving these commodities. Prratry, 1c 16editticulveas se 
Western Cenadianto accept Mr. Platt's comment that high 
transportation costs are a price that Western Canadians must be 
prepared to pay. Such a statement disregards the social and 


political objectives of Canadian transportation policy. 
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G@. Recommendations of the 
Royal Commission 





The recommendations found in the two volumes of the 
Royal Commission's Report can be categorized into three 
general areas: those recommendations dealing with rate 
regulation; those dealing with the Crow's Nest Pass rates 
on grain and flour; and thosé dealing with subsidies to the 
railways for the performance of services that were considered 
to be in the "national ree cr Each series of recommenda- 


tions will be considered separately. 


i. Rate Regulation 


As was. indicated in an earlier section of the chap- 
ter, the Commissioners recommended that the legislative 
restrictions governing the determination of freight rates 
by the railways be removed and a new criterion for the regu- 
lation of rates be introduced. Specifically, it was 
recommended that maximum and minimum levels for rates be 
determined by the Board of Transport Commissioners, leaving 
the railways free to set their own rates within these 


oy! 


general guidelines. The minimum rates permissible should 
be at a level that would cover the variable cost of moving 
the good from point A to point B. All rates, to use the 
Commission's terms, were to be compensatory in nature and 
it was left to the Board of Transport daiecuencne ta 
determine the components of variable costs. The inclusion 
of a provision establishing the maximum level for rates was 


Specifically designed to protect shippers in areas of the 


country where one mode of transport possessed a monopoly on 
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the movement of particular commodities. The Commissioners, 
in. their Report, referred to these conditions as "areas of 
significant monopoly" a it was under conditions such as 
these that the maximum rate formula would apply.?° 
The Commissioners were faced with the problem of 
outlining the criteria that would be used to determine areas 
of significant monopoly. fter considerable study, the 
basis for the determination of monopoly conditions was mea- 
sured by the difference between the cost of. moving the good 
and the actual rate charged. Thus it was the relationship 
Saethe -rate levied to the cost of moving the good that deter- 
mined the existence of monopoly eonditions.°” 
Any shipper who was of the view that there was no 
effective and alternative method of transport available to 
him for the movement of his goods could declare himself 
be a captive shipper and apply to the Board of Transport 
Commissioners to fix a rate for the movement of his goods, 
In calculating the rate, the Board of Transport Commissioners 
was to set the rate on the basis of the variable cost in- 
“volved in icone the product plus an additional 50% ee 
calculating the variable cost, the base weight of 305000 
pounds was to be used. The Commissioners did not provide 
any eet tga) evidence to support the choice of the figure 
of 150% above the variable cost as the rate that should be 
levied by the Board. In defending the calculation of vari- 


able costs on the basis of 30,000 pounds, the Commissioners 


ay . 
a 


LPSLPIRT thee Ryans, 









uD ov 

as eee? 
meget as  .i4 og 0 be: 7 

we "yloqorton <7 am 


ee : 
riot xen Sit og 
j Se 


wong lex immov. ait 


ara 
n a; 
~ 
‘a 
' 
‘sf < 
~ 
~ 
fo 
ig 
A 
, pew 
= o « 
+ * a wi 
cr 3 y 
A me om eee 
5 ‘; 
+ ? ~ 1 


, 4 hae 
‘ a ad Sd ‘Toe St VOG as 
7 7 


/ was ee Mc ec 


; a 
7 7 














» 


SRW 


283 


noted that the truck was the alternative mode of transport 


to the railways, thus the basic weight that could be moved 


by a truck was chosen as the base weight for the calculation 


of variable costs. Using a figure of 30,000 pounds, it 
would be possible to develop an artificially constructed 
competitive rate structure in areas where monopoly conditions 
were in existence. 

The new basis for the determination of rates was 
not to be imposed on existing legislative provisions. The 
Commissioners strongly emphasized that if the new criteria 
were to funetion successfully they could not operate within 
legislative restrictions that limited the freedom of the 
railways to compete. In developing the maximum and minimum 
formulae for the determination of rates, the Commissioners 


were attempting to construct a formula that would be accept- 


“able to the railways, provide adeqttte protection to regions 


such as Western Canada where the railways were in a monopoly 


position, and one that was consistent with their own belief 


that the forces of competition should guide the transporta- 


tion industry. Inshort,. to do. this to, the, satisfactionsof 


all parties involved was-.virtually impossible and this was 
the dilemma faced by the Commission. 

| In an interview with Mr. A. Platt, he outlined the 
problems the Commissioners faced in preparing their recom- 
mendations with regard to rate ea es With regard 
to the determination of areas of Sion eee monopoly, Mr. 


Platt acknowledged that this was perhaps the most difficult 


—_— 


ARO 










5 oe Nd ae ae hi 
a ; > 
swt _ erent 
; Sis ‘: | on 5 ESW ¥s 
aA oe 
o sols wstetp slemam 
' é » 
‘ TER SDA WE 


page fodnbay | 


} pig A geee ) ROSIE, 
‘ vay, J lags nie. ‘aed 


ati nf “ce eee sbewl: over ks 


opie oa ot ne site t 






ad 





Lv 


284 


problem faced by the Commission. While recognizing that the 
definition found in the Royal Commission's Report was not 
adequate, he noted that it was the best formula that they 
could develop given the evidence at their disposal. Although 
it was extremely difficult to define, or cite examples of, 

a "captive shipper", the Commissioners were of the view that 
a captive shipper would be any shipper that applied for pro- 
tection under the maximum rate formula. When asked to 
provide an example of a captive shipper, Mr. Platt noted 

that the movement of coal, grain and potash in Western Canada 
was captive of the railways. 

In a series of interviews in Alberta with various 
groups who presented briefs to the Royal Commission, the view 
was expressed that the inclusion of the figure of 150% in 
the maximum rate formula was a figure that the Commissioners 
pad taken from the costing studies prepared by the patesyoee 
Mr. Platt strongly denied that this was the case and stated 
that the figure of 150% was designed to cover both fixed 
and variable costs. When pressed to explain the fact that 
the figure proposed by the Commission was similar to that 
proposed by the railways, Mr. Platt noted "they [the rail- 
ways] did have an influence in determining the formula as 
their cost studies were Peer intonaceount .wess nite 

The inclusion of the 30,000 pounds base as the 
‘eriterion for the calculation of variable costs was the sub- 
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Platt acknowledged that the figure of 30,000 pounds was a 
difficult figure to defend and he justified its inclusion 
onthe erounds that the- base unit for the calculation of 
variable costs would change over time. Mr. aateratcra recalled 
that the maximum rate formula proposed by the Commissioners 
was designed to illustrate how the formula would operate. 
in his view, it was not the intention of the Commissioners 
oiat these figures be incorporated into any legislation 
without further studies that would assess tne impact of the 
formula on the existing rate Beer re aw ine shore; the 
Semmigsioners Serna the maximum rate formula to be re- 
viewed prior to its inclusion in any legislation. 

The Commissioners were not certain that the formu- 
Heeproposed for the protection of the captive shipper would 
en fact give him adequate protection. They realized that 
; regions of the country like Western Canada could be discrim- 
inated against with the adoption of competition as the 
guiding principle governing the transportation industry. 

In Mr. Platt's view, the inclusion of provisions regarding 
the captive shipper ". . . was to establish a provision 
that would give the opportunity to those regions to appeal 
%O the Board for help. .. at The concern or wie" Cor 
Beeston with the status of the "captive shipper” was not 
warranted, in Mr. Platt’s view, in that competition within 
the industry has increased to the point that the areas of 
Significant monopoly in existence with regard to the move- 


ment of low value bulk commodities has decreased substantially. 
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With the adoption of a cost-oriented rate structure, 
the Commission placed considerable emphasis on the develop- 
ment of. adequate costing procedures. Mr. Platt acknowledged 
that the Commissioners would not have recommended such 
sweeping changes in the, criterite for the determination of 
rates unless they had been convinced that costing techniques 
had reached the degree of sophistication where fixed and 
variable costs could be calculated with a reasonable degree 
of certainty. The Commissioners made a series of detailed 
recommendations for ‘the improvement of costing techniques 
used by the Board of Transport Commissioners. In particular, 
they recommended that the staff of the Board be increased to 
include the appointment of eee capable of analyzing 
railway costing Parco -In addition, it was recommended 
that the Board conduct a survey of freight transportation 
patterns. The present method of determining freight patterns 
Was not adequate in that it failed to give a regional break- 
down that reflected the actual movement of traffic by rail 


in the various regions. The importance placed on the 


- development of adequate costing procedures is revealed in 


the following quotation taken from the Report: 


The efficient performance of the whole transporta- 
tion function in Canada will. be affected by the 
degree to which the Board is given authority to 
meet the changes by developing the statistics, the 
ey and the standards they find to be necessary. 
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pe. Crow Ss -Nest Pass Rates. 

The cost of moving grain under the Crow's Nest Pass 
rates was the subject of considerable debate during the 
hearings of the Royal Commission. In their final report, 
the Commissioners recommended that the railways should be 
compensated for the losses incurred in the movement of grain 
for export. The Commission did not beliewe that it was 
within its terms of reference to make recommendations re- 
garding the level of the rates levied oder the Crow's Nest 
Pass Agreement, on the grounds that the rates were origi- 
mally set by Parliament and it was Parliament's choice to 
alter the level of the rates. Thus the recommendations of 
the Commission were concerned ae the non-compensatory 
Mature of the rates. 

The Commissioners recommended that the railways be 
granted by Parliament a sum, on an annual basis, equal to 
"the short fall of revenues on variable expenses plus $9 


million in the case of the Canadian Pacific Railway and $7.3 


48 


Million in the case of the Canadian National Railways... -. 
In any year en the revenues from the movement of grain 
were greater than the variable costs incurred, the railways 
would be granted the sum of $9 million and $7.3 million 
respectively less the excess of revenue over variable costs. 

The recommendation regarding the payment of a sub- 
sidy to the railways was not unanimous. Commissioner 


Gobeil of Quebec City expressed the view, in a minority 
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report, that the railways had failed to prove conclusively 
that the revenues incurred in the movement of grain for ex- 
mport were not sufficient to cover the variable soacae As 

a result, he stated that no subsidy should be granted to 

the railways. In another minority report, Commissioners 
Anscomb and Balch expressed the opinion that Parliament 
should review economic conditions in the agriculture industry 
on a regular Sie and, when economic conditions were 
favourable, the Crow's Nest Pass rates should Se eeaused and 
the subsidy to the railways be isda 4 Commissioner 

Platt was Bon ineed that the costing studies prepared by the 
Commission revealed that the railways were losing money on 
the movement of grain for Seo While it would have been 
more consistent with the overall theme of the report to have 
recommended that the Crow's Nest Pass rates be removed, he 
noted that the Commissioners realized the political reper- 
cussions of such a recommendation. Thus they recommended a 


subsidy rather than the removal of the rates. 


3. Subsidies 
The terms of reference of the Royal Commission ob- 
ligated the Commissioners to review those "obligations and 
limitations imposed upon the railways by law for reasons of 


tps 2 


public policy. The Commissioners were further di- 
rected to make recommendations that would “ensure a more 
equitable distribution of any burden" that resulted from 


these obligations. During the course of their study, the 
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Commissioners isolated four areas where obligations were im- 
posed on the railways by legislative: provisions -- uneconomic 
passenger services, unprofitable branch lines, statutory and 
related rates on grain, and statutory free transportation. 
The: recommendations regarding the subsidization of the meee 
ment of grain for export have been outlined. The Commission's 
recommendations regarding the remaining statutory obligations 
will be reviewed in turn. 

The Commission prepared detailed atadkes im each. of, 
the areas where the railways were required to perform 
functions as a result of legislative provisions. It should 
be noted that while the Commissioners recommended that a 
subsidy be oanted toe thearvaiiways to loffisetathe costs: in- 
volved in the provision of such services, the subsidy was 
designed to assist the railways in adjusting to the forces 
of competition. It was assumed by the Commissioners that 
Retain services that were uneconomic would be discontinued 
while the service on other marginal lines would be reduced. 
As a result, the size of the subsidy would decrease from 
year to ages until it was ultimately eliminated. 

With regard to uneconomic passenger services, the 
Commission recommended that these be eliminated over a five 


54 


year period. During that time, the railways would receive 
an initial subsidy of $62 million. This subsidy would de- 
crease yearly until eliminated after five years. The only 


exception to this was to be in those instances where the 
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government ordered that a service be continued in the public 
interest. _ The railways would be subsidized for these pa 
vices. | 

The railways were to be subsidized in instances 
where services were provided over light density lines.°° 
The Commission recommended that a sum of $13 million a year 
be granted to the Board of Transport Commissioners to com- 
pensate the railways for providing these services. The 
Commission estimated that over a fifteen year period many of 
these light density lines could be eliminated. This would 
remove the necessity of a subsidy. Finally, with regard 
to statutory transportation, the Commission concluded that 


the railways should be compensated by Parliament for the 


eosts involved in providing this transportation. 


4, Miscellaneous Recommendations 
In the second volume of the Report of the Royal 

Commission, it was recommended that the subsidy of 20% on 
local traffic within Nova Scotia, New Brunswick, and Prince 
‘Edward Island be abolished. The Commissioners recommended 
that the subsidy be retained in Newfoundland because high- 
ways were not considered to be developed in that province 
to the point where they provided competition to the railways. 
However, the Maritime Freight Rates Act, that provided for 
a reduction of 30% on all freight rates in the Maritimes, 
was retained. It was recommended that the bridge subsidy, 


a subsidy paid by the federal government to the railways to 
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defray the costs of moving goods across Northern Ontario, 


be Peeveds>" The bridge subsidy was proposed by the Turgeon 


Commission and Section 468 of the Railway Act was amended in 





1951 to provide the Canadian Pacifie Railway with an annual 
grant of $7 million to assist the railway in meeting Re 
expense of moving goods from Sudbury to Fort William. 

The recommendation that certain subsidies to the 
railways be removed was consistent with the overall philo- 
mepiy Of the Report. When questioned as omens reasons why 
the Commissioners recommended that the Maritime Freight 
Rates Act be continued and that the bridge subsidy be removed, 
Mr. Platt noted that the Maritime Freight Rates Act provided 
a subsidy for all modes of transport, while the bridge sub- 
Sidy was a subsidy that was available only to the railways. 
In the Commissioners’ view, there was sufficient competition 
Meometrucks in Northern Ontario to warrant the removal of 
the bridge subsidy. The retention of the Maritime Freight 
mes Act was; in Mr. Platt’s view, difficult to defend. 

He noted that Mr. H. Mann, Commissioner from the Maritimes, 
had Petr tanaied Lira Olle Ot us we oda many 
Ways the retention of the Crow's Nest Pass rates. and the 
Maritime Freight Rates Act was a recognition by the Commis- 
Sioners of regional demands that these features of the 
freight rate structure be retained. 

The Commissioners recommended that an advisory 


council on transportation be established to advise the Board 
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of Transport Commissioners and the Department of Transport 

on future policy matters. The council was’not to be involved 
Pathe “day to day" decisions of the Board but was to be 
concerned with the development of long-range plans for future 
transportation policy. Laymen were to be appointed to the 
council rather than individuals associated with particular 


2 


areas of the industry. The Commissioners did not emphasize 
mae need for regional representation on the council; how- 
ever, Mr. Platt noted that the Commission should have placed 
more emphasis on the appointment of regional representatives. 
Finally, the Commission did not recommend that all regulatory 
boards in existence insthe field “of transportation be joined 
together into one board. They did, however, recognize the 
need for more coordination between the various agencies in 
the development of transportation policy: 
SECTION II: WESTERN CANADIAN REPRESENTATIONS 
TO THE ROYAL COMMISSION 

The majority of the representations made by Western 
Canada to the Gonmiasian were parochial in nature. Generally 
“speaking, the briefs were not concerned with transportation 
Policy in its totality. The public hearings held by the 
Commission were, however, of considerable Sdictoane to the 
Commissioners in terms of informing them of transportation 
problems as perceived by Western Canadians. In an interview, 
Mr. Platt stated that the Commissioners’ views were not 
substantially changed by the public hearings. The Commis- 


Sioners had come to the view, prior to the public hearings, 
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that competition should be the guiding principle governing 
means portation.policy.. Therefore, in.many- instances, the 
briefs from Western Canada contained recommendations that 
were not compatible with the views of the Commissioners. 
The three Prairie Provinces and various pressure 
groups from Western Canada closely followed the proceedings 
of the Commission and ae the opportunity to present 
their views on transportation policy. In Mr. Platt's view, 
Western Canada took a greater interest in the work of the 
Royal Commission than any other region of Canada. This is 
understandable in that it was agitation from Western Canada 
that resulted in the establishment of the Royal Commission. 
Western Canada presented its case in a "reasonably effective 
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Manner", with the most effective representations made by 
the Provinces of Manitoba and Alberta, and by the Wheat 
Pools of Manitoba, Saskatchewan, and Alberta. In particular, 
the legal counsel for Alberta and Manitoba, Mr. J. Jd. 
Frawley and Mr. A. V. Mauro, were extremely articulate in 
presenting their provinces' views to the Commission. Both 
Mr. Frawley and Mr. Mauro followed the Commission in its 
travels across Canada and rarely missed a hearing. 

The recommendations found in the mates presented 
by the Provinces of Manitoba, Saskatchewan, and Alberta, as 
well as those from the pressure groups, can be categorized 
into four main areas: the Crow's Nest Pass rates; the 


criteria for rate regulation; the inequities in the freight 
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Yate structure as they related to Western Canada; and rates - 
: \ 
on particular commodities. Each of these areas will be: 


considered separately. 


A. The Crow's Nest Pass Rates 

gy It was evident from the initial remarks of the 
Canadian National and Canadian Pacific eee EeREb EE: the 
Crow's Nest Pass rates had been isolated for particular at- 
tention. Both railways presented statistical evidence to 
illustrate that they were incurring eireterr ie) fosces on 

the movement of grain for export. The Provinces. of Manitoba, 
eee tchewan anc eA berta, as Well as tar groups from Western 
Beads, were Mea sabalsts the defensive by the railways and 

were forced to prepare costing information showing that the 
railways were not losing money. 


meee The Brief of the: Canddian 
Pacific Railway 


The importance given to the Crow's Nest Pass rates 
by the Canadian Pacific Railway is revealed in part by the 
“fact mae fro of the’ 276 pages of the brief presented per-— 
tained to matters retains to the Crow's Nest Pass vareeeo? 
The central argument advanced by the Canadian Pacific was 
that the Crow's Nest Pass rates were the largest burden 
imposed by law on the railways. The losses incurred by the 
railways on the movement of grain for export were forcing 


the railway to obtain the necessary revenue by charging 


higher rates on other traffic. In essence, the railway 
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associated the recent series of horizontal percentage rate 


increases, and the inequities in the freight rate structure 
that emerged, with the presence of the Crow's Nest Pass rates 
in the rate structure. The following quotations extracted 
from the ~ brief outline the basic arguments: 

Canadian Pacific management has recognized the 
distortion in the freight rate structure which has 
resulted from the fact that Western grain rates are 
Bt a fixed level and the adverse effect this fact 
has had on the relative proportion of the high and 
low rated traffic being carried. .. « 

Canadian Pacific management has for some years 
found it extremely difficult to understand why the 
unfairness in the fixed statutory level of Western 
grain rates has not been generally recognized and 


why appropriate action has not been taken to meet 
this problem. . . 6 


In their final arguments before the Commission in Ottawa, the 
Canadian Pacific Railway brief contained the following re- 
ference to the Crow's Nest Pass rates: 


The greatest inequity in the freight rate structure 


and possibly the only one of significance is that 

which results from what is known as the statutory 

rates on grain and grain products in Western 

Becanada. . » « 
The Canadian Pacific Railway did not encourage the 

Royal Commission to recommend that the Crow's Nest Pass rates 
be increased nor that they be removed from the control of 
Parliament. Rather, the Railway proposed that they should 
be subsidized by the government for losses incurred on the 
movement of grain for export. They contended that the rail- 
ways should be paid a "just and reasonable” rate for the 


movement of grain and that this rate could be calculated 


from costing figures that were available. The Railway 
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proposed that a "just and reasonable" rate would be a rate 
met would produce an average revenue of 1 cent per ton- 
mile. At the present time, the Railway moved grain at 0.5 
cents per ene ee The “just and reasonable" rate pro- 
posed by the Canadian Pacific Railway would have provided 
the railway with a 100 per cent increase in their rates for 
moving grain. 

in support of their position, the Canadian Pacific 
Railway presented an extensive costing study that illus- 
trated the losses incurred by the railways in 1958 in 
moving grain for export. The study revealed that the rail- 
way had lost $38 million during that year. The solution 
proposed by the railway was that the Board of Transport 
Commissioners be given authority to change and alter the 
level of rates levied on statutory grain as the costs of 
transportation varied over time. These rate increases would 
not be passed on to the farmer in the form of higher freight 
rates. Rather,  . Canadian Pacific would be given a tax 
eredit against the federal income tax payable by the corp- 
moration. This rebate would be equal to the>dittference 
between the gross revenues it received from the movement of 
statutory grain and the gross revenues that it would receive 
if the grain had been carried at the level of rates proposed 


by the Board of Transport Commissioners. 
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a. The Brief of the Canadian 
National Railways 


The brief presented by Canadian National was 
similar in tone to that presented by Canadian seu 
The Canadian National argued that the inequities found in 
Mane freight rate structure were in large part a result of 
the movement of grain for export. If the railways were ade- 
quately compensated for the movement of the grain, many of 
the inequities in the freight rate structure would dis- 
appear. The following quotation from the brief of 
Canadian National reveals this theme: 

. . » These statutory rates create inequities 

in the freight rate structure. Because they do not 
bear a proper relationship to the cost of operating 
the railway they place a burden upon the railway and 
others which should be eliminated. .. . Canadian 
National considers one of the most serious obliga- 
tions and limitations imposed upon the railway by 
law for reason of public policy is that imposed by 


Section 328(6) of the Railway Act, which deals with 
the ide on grain and flour to export positions. 


In calculating the losses incurred on the movement 
of grain, Canadian National noted that in 1958 revenue 
from grain traffic was approximately $28.2 million or 17% 
of the total revenue earned by the railway in Western 
Canada. However, 40% of the work performed by © Canadian 
National in meseery Canada was concerned with the movement 
Gieerain for.export. When calculated ona Canadian-wide 
‘basis, the revenue from grain produced onLy 6%-.of the rail- 
way's total revenue but required 19% of the services 


performed by the railway. The cost of moving the erainnin 
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Western Canada was estimated to be $60 million, or $1.01 per 


\ 


ton-mile. The average revenue to . Canadian National for 
moving the grain was 0.48 cents per sds ein a Sal 
The nen National Railways proposed that the 
rates on grain moved for export remain under statutory con- 
trol but that the railways be reimbursed for the cost of the 
work performed in moving this traffic. The government should 
subsidize the railways in an amount equal to the difference 
between the revenues obtained under the statutory rates and 
the amount calculated by the Board of Transport Commissioners 
to be a "just and reasonable rate" for the movement of grain. 
Canadian National opposed the proposed tax rebate of 
Ganadian Pacifie on the grounds that it was not. a sub- 
sidy to the railways but merely "a means of gaining revenues 
for services performed as a result of the railways being 
unable to charge the farmer a just and reasonable level of 
Petes. . . nl Tieicricerce tinge 10, nole  thesditferent 
positions of the two railways with regard to compensation 
for losses incurred in the movement of grain. The differing 
positions with regard to the tax rebate is explained in 
part by the fact that the Canadian National Railway, a 
government-owned corporation, would gain little EP sany 
benefit from a tax rebate. However, the Canadian Pacific 
Railway, a privately-owned company, would have gained sub- 


stantial benefits from such a proposal had it been accepted 


by the Commission. 
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3. Briefs Presented by the Governments 
of Manitoba, Saskatchewan, and Alberta 














Officials of the three Prairie governments attacked 
the Peet ine studies prepared by the railways. Among those 
Sractors isolated for particular attention by the Western 
provinces were the time required to move cars in and out of 
fail yards, the time required to load empty cars at country 
elevators, the =polaptel ags lines in existence because of the 
movement of grain, and the various components of the fixed 
costs involved in moving the prea 

The Governments of Manitoba and Alberta attempted 
to MMe Commission obligate the Canadian National and 
Canadian Pacific Railways to compile a detailed analysis of 
their freight rates revenues to assist them in opposing the 
railways’ contention that there should be a subsidy on the 
movement of grain. The Commission noted that such a request 
Was unrealistic because it would take eight months to pro- 
vide such econ Gh However, the Commission assured 
them that the railway's costing studies would be examined 
by the Commission as fully as possible. The Commission re- 
fused to assure the Western provinces that the information 
would ultimately be released. 

In addition to the verbal arguments presented re= 
garding the proposed subsidy on the eee Nest Pass rates, 
the three Prairie Provinces presented formal briefs to the 


Royal Commission that restated their views. For example, 
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the brief prepared by the Government of Manitoba pointed out 
that the statutory rates on grain were not a burden in that 
the railways had failed to demonstrate that the losses in- 
curred in the movement of grain were actual losses. In 
short, they opposed any subsidy to the railways for the move- 
ment of grain and strongly recommended that the Crow's Nest 
Pass rates remain subject to the control of Parliament. 
Premier T. C. Douglas of Saskatchewan, in his open- 

ing remarks to the Commission in Regina, stressed the 
importance of the Crow's Nest Pass rates to Western Canada 
and expressed concern that the railways had concentrated all 
miedr eftorts on’ attacking ‘the Crow's Nest Pass rates. 
During the course of his speech, Mr. Douglas referred to the 
rates as the "Magna Carta of Western Canada" and noted that 
there was no justification for granting the railways a sub- 
Sidy on the movement of grain: 

The Government of Saskatchewan sees no justification 

whatever for any change in the historic approach to 

the railway freight rates for the transportation of 

Canada's vital grain export. We are unalterably 

opposed to any tampering with the present export 

grain structure. We adhere to the principle that 

these rates shall continue to be npoes the comtrod 

of the Parliament of Canada... .¢ 
There are numerous statements in the formal brief presented 
by the Saskatchewan -Government that reflect a similar theme. 

The brief prepared by the Alberta Government did 

not contain any formal reference to the Crow's Nest Pass 


rates. However, Premier E, C. Manning, in his opening 


statement to the Commission in Edmonton, stressed the 
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importance of the rates to Western Canada.’ Tt: should be 
noted that Mr. J. J. Frawley, counsel to the Alberta Govern- 
ment, led the Western Canadian provinces in challenging the 
figures of the railway. Perhaps Mr. Frawley's devastating 
attacks on the railways in the verbal presentations made at 
the hearings in Ottawa explains the absence of any reference 
in the Alberta brief to the Crow's Nest Pass acon 

ie wae held a final series of meetings in 
Ottawa after their cross-country tour and the Crow's Nest 
Pass rates were the major topic of debate. The ates 
claimed that the phate Provinces were slow in presenting 
their final arguments to the Commission. The Western pro- 
Vinces replied that the railways had taken up months in. 
presenting arguments for a subsidy on the movement of grain. 
feethere was a delay in the Commission’s report, the Western 
provinces contended that it was a result of the tactics of 
the railways. Premier Manning, in a statement to the press 
On September 16, 1960, said that the railways' charges had 
a ‘very hollow sound" and noted that the railways had re- 
fused to release costing information that would have been of 
assistance to the provinces in preparing their final 


arguments. 


4, Pressure Groups 
During the course of the hearings held by the Royal 
Commission in Western Canada, farm groups, as well as busi- 


ness groups such as the Chambers of Commerce and the Canadian 
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Manufacturer's Association, used the occasion to outline 


their views on the Crow's Nest Pass rates. 


(a) Beem Groups 
All the farm groups that presented briefs to the 

Si ission expressed the view that the Crow's Nest Pass rates. 
should not be increased nor removed from the control of 
Miancnt.°° If.the railways could demonstrate conclusively 
that they were in fact incurring losses on the movement of 
grain, the subsidy granted to the railways should be general 
in nature and should not be attached to the agriculture in- 
dustry. In addition, if a subsidy was granted, the railways 
should be obligated to improve grain handling facilities. 
Specifically, the farm eroups urged the railways to facili- 
tate faster loading and unloading at the elevators. 

| In support of their view that the Crow's Nest Pass 
rates should not be altered, the various groups presented 
eatiecd historical accounts of the Agreement and the bene- 
fits flowing to the railways from land grants and mineral 
rights. The importance of wheat to the economy of Western 
Ganada was continually emphasized. Finally, the costing 
studies presented by the railways were challenged by costing 
studies prepared by various farm groups in Western Canada 
such as the Wheat Pool organizations from the three Prairie 


Provinces. 
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The farm groups in Western Canada were in many ways 
in a strong position to prepare the costing studies neces- 
Sary to-refute the studies prepared by the railways. The 
three prairie Wheat Pools possessed both the expertise and 
the necessary costing data to prepare the documentation 
needed to support their contention that the railways were not 
Beeine money on the movement of grain. The Wheat Pools had 
been involved in collecting data. related to the costs. of 
moving grain for a long period of time. neahe ere they 
Meee vested interest inthe continuation of the Crow's: 

Nest Pass rates. As Ga result, they netadned expertssrin rail- 
Way costing to assist their own staff. Mr. F. Anderson 
recalled that the briefs presented. by the prairie Wheat 

Pools with regard to the Crow's Nest Pass rates were largely 
responsible for the Commissioners’ recommending a subsidy 

of a smaller amount than that recommended by the railways 
Meetheir brief. In Mr. Anderson's view, the prairie Wheat 
Pools presented the Commission with a Pedr Viaccurate,assess— 
ment of the costs incurred in moving grain in Western 

Canada. , 

A review of several of the briefs presented wae 
highlight in ereater detail some of the arguments advanced 
by particular groups in Western Canada. For example, the 
saskatchewan Wheat Pool, in an extensive brief, discussed 
each point made in the railways’ briefs ne refuted each 


argument with statistical evidence. The Manitoba Federation 
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of Agriculture noted that if the railways and the Royal 
Commission did not consider other problems than the Crow's 
Nest Pass rates, the Commission would not be fulfilling its 
terms of reference. In addition, examples of agreed charges 
negotiated by the railways with various companies on pro- 
ducts such as oil and lumber were cited as examples of rates 
being negotiated at levels very near those established by 
the Crow's Nest Pass rates. Finally, the Alberta Wheat Pool 
noted that the railways and the Royal Commission should not 
become preoccupied exclusively with regional problems such 
mewthne Crow's Nest Pass rates. The Wheat Pool encouraged 
the railways and the Royal Commission to consider railway 
problems at a national level. 

Perhaps the attitude of Western Canada on the sub- 
ject of the Crow's Nest Pass rates is revealed in the 
following quotation taken from the brief of the Manitoba 
Pool Elevators: 

We suggest that the branch line question, the pas- 
senger service. problem and the problem of adjusting 
to meet competition from other modes of transporta- 
tion are more pertinent and more important factors 
for study by your commission at this time than the 
question of statutory grain rates. .- .. In fact, 
Mr. Chairman, we submit that the railways have not 
proven, and we question whether they will prove, 
that grain hauled from Manitoba is uneconomic, 


particularly with the elimination of some of the 
branch line problem. .. .8 


(b) Business Groups 
Both the Canadian Manufacturer's Association and 


the Canadian Industrial Traffic League expressed the view 
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that the Crow's Nest Pass rates should be reviewed in an at- 
tempt to determine their compensatory eae aes For example, 
the Canadian Manufacturer's Association questioned whether 
or not it was in the public interest to perpetuate distor- 
mons in the freight rate structure that were in existence 
because of the statutory rates. The Canadian Industrial 
Traffic League proposed eA Board of Transport Commis- 
sioners determine "just and reasonable rates" for the 
movement of grain and that the railways be compensated ON 
any differential between the two rates. 

The Winnipeg Chamber of Commerce, in its brief, 
noted that the railways should include income from non-rail 
sources when determining the “eases obtained from the 
movement of grain. The brief presented by the Regina Chamber 
of Commerce expressed similar views to those expressed by 
the farm groups in Saskatchewan. For example, they noted 
that, despite the fact that the railways operate certain 
services at a loss, this did not justify the kind of relief 
requested by the railways with regard to the Crow's Nest 
Pass rates. Finally, the Lethbridge Chamber of Commerce 
recommended that before granting a subsidy to the railways, 
they should be obligated to file statements with the Board 
of Transport Commissioners indicating their profit and loss 
position with regard to other types of Spat as well as 


eaine traific. 
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E. Conclusion 

A review of the briefs presented from Western Canada 
reveals the importance that Western Canadians attached to 
the continuance of the Crow's Nest Pass rates. Despite the 
representations from Western Canada, the Commissioners ac- 
cepted the arguments advanced by the railways that the Crow's 
est Pass rates were not compensatory and that the railways 
should be subsidized. While rejecting the size of the sub- 
sidy recommended by the railways, the Cone eee did 
accept the argument that the railways should receive a sub- 
sidy on the movement of grain for export. 

Provincial politicians and.pressure, groups from 
Western Canada reacted negatively to the recommendation that 
the railways be paid a subsidy on the movement of grain. 
For example, Premier Roblin of Manitoba expressed disappoint- 
ment with the recommendations and observed that the Commission 
had failed to take into account the benefits accrued to the 
Canadian Pacific Railway over the eeeree Premier Douglas 
of Saskatchewan expressed "deep concern" at the Commission's 
Bttitude that the Crow's Nest Pass rates on grain were a 
burden on the Suchen He noted the Commission had re- 
jected Saskatchewan's proposal that the revenues from non- 
rail sources be included in any assessment of the Crow's 
Nest Pass rates. Finally, Premier Manning of Alberta praised 
the recommendations found in the minority report prepared 


8 : 
- by Commissioner Gobeil. 0 In the report, Mr. Gobeil noted 
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that the railways had failed to prove that they were in fact 
losing money on the movement of grain. Mr. Manning observed 
that the Commissioners had disregarded the recommendations 
put forward by the Alberta Government in their study of 
costs involved in moving grain. 

The President of. the Alberta Farmers’ Union, Mr. 
Edward Nelson, expressed surprise at the size of the subsidy 
recommended by the Commission when compared to the GOEL ena l 
request of the nee arene The General Manager of the 
Alberta Wheat Pool noted that the recommendations of He 
Commission appeared satisfactory. In his words, "a team of 
experts spent several months preparing a joint submission 
and it appears that most of the recommendations in the sub- 
Mission have been accepted by the eanavesi onane: A reading 
of the brief presented by the Alberta Wheat Pool would sug- 
Eeeeethat, in fact, their views were not incorporated in 
the recommendations of the Commission. 

Therefore , tee Western Canada succeeded in having 
the Crow's Nest Pass rates retained in the freight rate 
Structure, they were unable to convince the Commissioners 
that the railways were not losing money on the movement of 
grain for export, and that non-rail revenue should be con- 
Sidered when calculating the revenues the railways received 
from the Crow's Nest Pass rates. It should be noted, how- 
ever, that it was the representations from Western Canada 


that convinced the Commissioners that the figures submitted 
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by the railways were totally unrealistic. As a result of 
the representations from the West, the Commissioners ree 
ported that the railways lost $6 million in the year 1958 
on the movement of grain under the Crow's Nest Pass rates. 
The railways had submitted figures what indicated that es 
had lost approximately $70 million during 1958 on the move- 
ment of sgcsenee The conclusion of the Commission with 
regard to the size of the losses incurred by the railways 
in the movement of grain and flour did not lead the Commis- 
sioners to question the costing data supplied by the rail- 
Ways with regard to the general freight rate structure. 

One would have thought that the Commissioners’ experience 
with the data presented in connection with the Crow's Nest 
Pass rates would have made them more suspicious of the 
railways' figures. This was not the bere however, and the 
costing data submitted by the railways with regard to the 
general freight rate structure was not challenged by the 


Commissioners. 


B. Rate Regulation 


The most controversial of the recommendations found 
in the Report of the Royal Commission were those pertaining 
_to the criteria for the establishment of freight rates. The 
railways, the provincial governments, and numerous pressure 
groups from Western Canada made representations to the 
Royal Commission. Their respective views will be outlined 


in succeeding sections of the chapter. 
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fae The Raxlwavs 


(a) The Brief of the Canadian 
“National Railways 


The central theme found in abs brief of the Canadian 
National Railways was that the railways should be released 
from existing legislative restrictions to meet the increas- 
ing competition within the transportation industry, and that 
me cost of service principle should be the guiding prin- 


G1. 


ciple for the determination of rates. Specifically, they 
recommended that the Railway Act be amended’ to permit the 
railways to set eee ante een on the basis of fee, 
commercial principles" subject to the general restriction 
esl) rates be revealed to the public, that all rates be 
compensatory, and that the rates charged would not be lower 
than was necessary to meet competition. While in agreement 
With the principle that the minimum level for rates should 
@eesthe long term variable cost involved in moving a good 
scom point A to point B, > Canadian National was opposed 
meine inclusion of this provision in a revised statute on 
the grounds that it would inhibit their ability to meet 
competition. 

In those areas where the railways were in a monopoly, 
Or near-monopoly, situation, . * Canadian National recommended 
that the present standards of "unjust discrimination" and 
"undue preference" be utilized as the criteria for the 
determination of rates. In the course of their brief, 


Canadian National reviewed various proposals for the 
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inclusion of a formula that would determine the maximum 

\ 
mevel Of Fates in non-competitive areas. Each of the for- 
mulae put forward by the Provinces of Manitoba, Alberta, 
and British Columbia was rejected by the railways on the 
grounds that it was impossible, on the basis of present 
evidence, to assess what impact these formulae would have 
Om the revenue position of the- railways. In the opinion 
of the Canadian National Railways, the formulae should be 
Meated before being adopted as the criteria for the deter- 
mination of rates. ‘Therefore, while recognizing the need 
Zor new criteria for the determination of rates and a 
greater recognition of the. forces of competition within the 
transportation industry, the Railway was opposed to in- 
corporating any regulations into a revised statute that 
would establish a maximum and a minimum formula as the 
general guidelines for the determination of rates. 

Perhaps the philosophy underlying many of the 
recommendations in the brief of the Canadian National Rail- 
Ways is revealed in the following quotation from their brief: 

- « « CN seeks for itself only the freedom to 

compete with other highway services for business 
which the Canadian shipping public offers for car- 
riage. We deplore any suggestion that any carrier 
should seek protection in the competitive field 
where its rates should not be lower than necessary 
to meet competition and should be compensatory. 
With these safeguards, it should be left to the 
shipper to decide which mode of transportation he 


desires, depending upon price and services avail- 
Bebe bOuh ime, oem pes 
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(bo) The Canadian Pacific Railway 
The recommendations found in the brief of the Cana- 
Gian Pacific Railway were similar to the recommendations of 


Sp) 


Canadian National. The central theme ‘that the railways 
Should be freed from existing legislative restrictions to 
meet the forces of competition was more prominent in Canadian 
Pacific's brief. They recommended that the cost of service 
principle be utilized as the criteria for the determination 
of rates and that the railways be free to set rates within 
the general guidelines of a maximum and minimum formula. 
The inclusion of a provision for minimum rate con- 

trol was supported by Canadian Pacifie on the grounds that 
it was in the unique position of competing with a government- 
owned railway. Any formula that would establish maximum 
levels for rates was dismissed by Canadian Pacific on the 
Brounds that the cost of service principle and the forces 
of competition could not be translated into a meaningful 
formula. The opposition of the Canadian Pacific Railway to 
such a provision is summarized in the following quotation 
mom their brief: 

The effect of the maximum rate proposals advanced 

to this. Commission would be detrimental to the 

national economy of Canada. They would have an 

adverse effect upon shippers and industry and 

would adversely affect the financial integrity of 

the railways. This would cause numerous disputes 

between shippers and the railways. They would re- 

sult in a high degree of instability in the rate 

structure. They would be expensive to implement 

and expensive to maintain. It is the submission 


of Canadian Pacific that they should not be 
recommended. .. .9 
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In summary, both railways recommended that existing 
jegislative restrictions. be removed and that the cost of 
Bervice principle be adopted as the guiding principle in the 
@etermination of rates. While rejecting the inclusion of a 
formula for the determination of maximum rates in areas of 
Beopoly, Canadian Pacific’ supported the inclusion of a 
provision establishing a minimum level for rates. The 
Canadian National Railways, on the other hand, was opposed 


moesuch a proposal. 


Peerche Provinces 
(a) The Government of Alberta 
The Alberta Government in its brief to the Royal 
Commission noted that forees of competition within the 


ener 


transportation industry had increased significantly. 
Alberta's view, the railways should be freed from excessive 
governmental regulation. In most regions of the. country, 
competition could replace governmental regulation as the 
Basis for the determination of rates. The Alberta Govern- 
ment noted that there were no provisions in existence 
designed to protect that portion of the country where the 
railways were in a monopoly position. Thus it was recom- 
mended that the disparity between competitive and non- 
competitive rates should be limited by statute. 

The traditional criteria for the determination of 

n 


rates were characterized by the Alberta Government “as 


Meublic utility controls". In Alberta's view, this type of 
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eontrol was no longer adequate or relevant in an era when 
an increasing segment of the industry was subject to in- 
@reasing competition. Existing regulations were clearly 
geared to the era when the railways were in a monopoly 
position. In the future, governmental regulation should be 
imited to the establishment of a maximum and a minimum 
Meyer OF rates. The railways would be free to set rates 
Within these limits. 

The specific formula proposed by the Alberta Govern- 
ment was that the minimum level for rates should be such 
that the variable costs incurred in the movement of goods 
would be offset by the.rate. The maximum formula proposed 
Was that the upper limit for a rate equal the lowest com- 
Petitive rate published for the movement of similar traffic 
plus an additional 40%. In summary, the Alberta Government 
recommended substantial revisions in the critiera that would 
Metermine the level of freight rates‘levied by the railways. 
While the general approach was similar to that of the rail- 
Ways, both the specific details of the maximum and minimum 
formulae, and the recommendation that governmental regulation 
continue in those segments of the freight rate structure, 


es) 


and in those areas of the country where the forces of com- 
Petition were absent, placed Alberta's recommendations in 


Conflict with the proposals of the railways. 
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(b) The Government of Manitoba 

The brief of the Manitoba Government contained a 
series of recommendations designed to alleviate particular 
Situations within the freight rate structure such as long 
and short haul discrimination. There was no reference made 
to the general principles that should govern the setting of 
rates. The specific pecommerd ations proposed by the 
Manitoba Government will be considered in the next section 


Beeune chapter. 


¢ (c) The Government of Saskatchewan 

The Government of Saskatchewan presented a brief 
to the Royal Commission containing recommendations mene ehne= 
ferentiated it from. the Pacieiae presented by the Provinces 
of Manitoba and Agee For example, the Government of 
Saskatchewan was of the opinion that a basic change in the 
rate structure from the value of service to the cost of ser- 
vice approach would not enhance the railways' ability to 
“provide lower Rates nor distribute the burden of the rates 
in a more equitable fashion. Clearly this point of view 
placed Saskatchewan in opposition to the views of the 
Governments of Manitoba and Alberta. The differing policy 
positions of ne Governments of Manitoba, Saskatchewan, and 
Alberta are explained in part by the varying ideological 
positions of the three governments on the issue of free 


enterprise and governmental regulation of private industry. 
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Clearly, the free enterprise philosophy as reflected in the 
brief of the Government of Alberta was unacceptable to the 
C.C.F. Government in Saskatchewan. 

The proposal advanced by the Government of Alberta 
for the inclusion of a formula establishing a maximum level 
for rates was criticized by the Saskatchewan Government. 
Specifically, they argued that whenever the railways proposed 
to negotiate a competitive rate, the railways would be 
forced to consider the impact of the rate on comparable 
traffic in all parts of Canada. In Saskatchewan's view, 
Alberta's proposal placed more restrictions on the railways 


than did existing regulations under the Railway Act. 





Therefore, the Saskatchewan Government concluded that the 
proposed maximum rate Pomme was not consistent with 
Alberta's stated goal that the railways should be freed 
from excessive regulation. 

The central theme of the ene one war brief was 
that, as long as Western Canada serteiteny epee a to the 
railways, no manipulation of the rate structure would reduce 
the burden of transportation costs on Western Canada. The 
acceptance of the cost of service principle as the criterion 
ee the determination of rates, and provisions such ag the 
One and one-third rule, were "mere tinkerings" with the rate 
Structure. These policies would not solve transportation 
problems in Western Canada. The solution to the problems 


was a national transportation subsidy for Western Canada 
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similar to the subsidy given to the Maritimes by the Maritime 
Freight Rates Act. The details of Saskatchewan's proposal 


Swill be discussed in another section of the chapter. 


Hie rressure Groups 
(a) Farm Groups 


Farm groups in Western Canada were preoccupied with 
the Crow's Nest Pass rates. As a result, the briefs pre- 
sented to the Royal Commission from various farm groups 
contained only limited references to the general principles 
that should govern the setting of rates. There were numerous 
references to the burden that rates placed on Western Canada, 
the need for legislative provisions to protect Western 
Canada from the monopoly position of the railways, and the 
national unity aspects of transportation policy. 

The only particular reference to the general prin- 
ciples governing rates was found in the brief of the 
Meeners’ Union of Alberta and in the brief of ae Manitoba 
Pool Elevators. The Farmers' Union of Alberta questioned 
the assumption that competition within the transportation 
industry was in the best interests of the industry or the 
general public and made the recommendation that. some, form 
of minimum rate control should be included in a revised 


7e 


statute. The Manitoba Pool Elevators recommended that 
the basis for calculating rates in Western Canada should be 


the costs involved in transporting the good and should not 
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be determined by competitive forces in Eastern Canada or by 


the distance that the good was being smtppean: 


(b) Business Groups 
Business groups in Western Canada supported the rail- 

ways in their contention that they should be released from 
existing legislative restrictions and that the forces of 
competition should govern the operation of the transporta- 
tion system. Their position on the issue of freight rates 
paralleled their general belief in the principles of free 
enterprise and a minimum of governmental control imposed on 
industry. For example, the Lethbridge Chamber of Commerce 
expressed the view that railways were in the best position 
to correct injustices in existence within the freight rate 
structure and that government action was not warranted until 


LEE” ates 


"the welfare of the Canadian people is in jeopardy 
Edmonton Benner of Commerce supported the general principles 
enunciated in the brief presented by the Alberta Government. 
For example, they expressed the belief that the railways 
should be free to meet the forces of competition and that 
governmental regulation should be confined to areas where one 
-mode of transport was in a monopoly position. Among the 
general principles enunciated as criteria for the setting 
of rates were that all transportation rates "be freely ex- 
100 


tended to all like customers under like conditions”, and 


that rates should be based on the cost of service approach. 
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In addition, it was proposed that no non-competitive rate 
should be more than 140% of the comparable rate ee re 
an intermediate point, and that there be no rate. discrimi- 
mation on the basis of product. This formula was identical 
to the formula proposed by the Government of pen ee | 
While there were discussions between the Government of Al- 
berta and various Alberta pressure groups with regard to the 
maximum rate formula, there is no evidence to suggest that 
there was a poeunen te effort by the Hdmonton Chamber of 
Commerce to support the position of the Government of Alberta. 
The Regina Chamber of Commerce presented a brief 
encouraging the Royal Commission to include in their report 
a recommendation supporting the general principle of equal- 
ization and limiting long and short haul pees 
The Canadian Manufacturer's Association expressed the view 
that competition was the most eee means of creating 
an efficient transportation system and that regulations 
should be imposed only "to the degree necessary to protect 
the community against unjust discrimination or unreasonable 


Ate Existing inequities in the freight rate 


treatment”. 
structure, in the view of the Canadian Industrial Traffic 
League, were a result of statutory rates, government sub- 
sidies, and horizontal percentage rate increases. The 
Canadian So-aperative Implements Limited noted that if rates 


were based on the cost of service principle, rates should 


ultimately be lower due to the geographic features of 







~~ 
SQ OTT (Saw LTE 
o POUL wand 
Prine. Tati d oy" 
4 mn 58 fi a af 
1 ery i 
{ MA 
» {= ¥ ja ed 
| ' ints io 
> i Los 
> ss ¢ 
; : ) ee 
. 4 = 
A hyvauaeS 
} 4 f: os 
- P - = 
~ i, La Pia fee 
= 
ie ; wer Y™ 
be .. ea = 
es Fy 
} 4 i %' 
"t 2 
—_ * 260 3 
e fh rae 
- ~ a >* *. - 
é 
al ' a » 
; ‘ Heacgm 
n 
ms 4 4 D pin ot 1 - 
ad akc oer | 1hS2F Yaw 
x Pda dee \eoe 
bs Bem 2 - wis Lx * 
; : cet} * : 
2 5 ae The et 7 oe t 
; <a eG DL woiv sii 
~sex, - 


; Srna 7 3 fio TU Ey | »& ~iegt ss Ose 
; & a 


~ 





an i . 4 Pa : 
Be ’ i ire a Peek: 7 
; . 7) i” se 


af: ‘eeapcucey iked, paadis a: 





Shy, 


Western Canada that reduced railway operating costs. Per- 
haps the following quotation from the brief presented by 
the Winnipeg Chamber of Commerce reflects the prevailing 
theme of the other briefs: 

Each mode of transportation should be free to Gone 

pete-for any traffic that is dvailable, it should 

-be permitted to base its price units on natural 

advantages, its rates based on its own costs and 

requirements not forced to bear any arbitrary re- TOT 

Pationships to the other modes of transport... . 

4. Summary 

A review of the briefs presented by the railways, 

the provinces, with the exception of Saskatchewan, and many 
of the business eroups reveals that they expressed the view 
that the railways should be free to compete with other modes 
of transport. While there was agreement on this general 
point, a close reading of the briefs indicated that the 
Provinces of Manitoba and Alberta were of the Par oon net 
there should be particular legislative provisions enacted to 
protect Western Canada from the monopoly position of the 
railways. The Government of Saskatchewan did not support 
the policy position of Manitoba and Alberta. In their 
brief, Saskatchewan urged the Commission to recommend that 
greater Eorormental controls be imposed on the railways. 
The differing ideologies of the political parties in power 
in the capitals of the three Prairie Provinces during the 
1960's may have limited the ability of Western Canada to 


develop a common policy position. In this instance, the 


grievances of the three provinces with. regard to the 
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inequities in the freight rate structure were almost identi- 
cal. However, the proposed solutions to these common 
problems varied considerably. On the one hand, the Govern- 
ment of Saskatchewan, urged the Royal Commission to recommend 
the enactment of more legislative restrictions on the rail- 
ways. The Governments of Alberta and Manitoba, on the 

other hand, urged the Commissioners to recommend a maximum 
and a minimum rate formula that would privide greater pro- 
tection for Western Canada. Both the ne rejected 
these proposals and recommended to the Commission that ‘their 
freedom to set rates should not even be Limited by a maximum 
and a minimum rate formula. 

While the Royal Commission accepted the general 
philosophy enunciated in the briefs presented by the Govern- 
ments of Manitoba and Alberta and the business groups from 
Western Canada, they failed to recommend specific legisla- 
tive provisions as proposed by Western Canadians. Those 
provisions of the Report regarding "areas of Significant 
monopoly" and the "captive shipper" were designed by the 
Commissioners to give legislative protection to Western 
Brads. A close reading of the recommendations pertaining 
to the captive shipper would indicate that the Commissioners 
frafted a maximum rate formula that, while acceptable to 
the railways, afforded no protection to Western Canada. 

Thus one is led to the conclusion that Western Canada was 
not successful in having policy recommendations of vital 


concern to the West incorporated into the recommendations of 
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the Royal Commission. 


oe. Policy Recommendations Regarding Inequities 
in the Freight Rate Structure 





The establishment of the Royal Commission on Trans- 
portation afforded the Western Canadian provinces the 
opportunity to present their views regarding inequities in 
the freight rate structure that had a particular impact on 
Western Canada. Many oF tte grievances such as long and 
short haul discrimination and horizontal Re curr rate 
increases had been raised by Western Canada on many earlier 
Meh ons- the inequities "referred to ‘in’ the briefs” pre- 
sented from Western nee and the response of the railways 


to these allegations will be reviewed. 


i the Provinces 

(a) Government of Alberta 

) The Government of Alberta, in its presentation to 
the Royal Commission on Transportation, aie aa one parti- 
cular grievance for attention -- long and short haul 
Meination. 7 ‘Reference was made to a study that had 
been prepared in the United States that illustrated the 
favourable effects of the decision of the Interstate Com- 
merce Commission of 1914, that eliminated long and short 
haul Peon iaration from. the freight rate structure, of the 
United States, on the economy of the inter-mountain regions 


106 


of the United States. Statistical evidence was pre- 


sented by the Alberta Government to illustrate the impact 
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of long and short haul discrimination on the economy of 
Alberta, and it was on the basis of this evidence that the 
Alberta Government concluded that there was a relationship 
between Alberta's present and potential level of economic 
development and transportation arrangements and costs within 
the province. Among the numerous recommendations advanced 
were the specific recommendations that low-valued, Low- 
rated commodities should inthe future scarry va ereater share 
ef the fixed costs incurred by the railways and that geo- 
Praphic areas that are auseneens Onaraa transportation 
should receive additional protection in the form of subsidies. 
These subsidies would eliminate the necessity of higher 
freight rates in certain regions of the country. In addi- 
tion, it was proposed that the one and one-third rule be 
applied to the movement of all goods and that agreed charges 
negotiated by the railways be subject to its provisions. 

The Honourable E. C. Manning explained the rationale 
for the inclusion in the Alberta brief of a particular 
recommendation with regard to long and short haul discrimi- 
Petion.- °° Mr. Manning noted that the Alberta Government 
had gathered adequate statistical evidence to illustrate the 
negative impact of long and short haul discrimination on 
Alberta. While the Alberta Government had been successful 
in urging the federal government to enact the one and one- 
third rule in 1952, the railways had violated the Gop tap ian font 
the amendment ee Ahern a series of agreed charges 


with various companies that were not subject to the provisions 
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of the Railway Act. He expressed the view that Alberta's 
recommendation for the inclusion of the one and one-third 
rule was not inconsistent with Alberta's position that com- 
petition should guide the transportation industry. In Mr. 
Manning's view, "to render to a region protection from the 
monopolistic position of the railways with regard to the 
movement of particular goods was not inconsistent with the 
belief that competition should be the guiding principle of 


the transportation system. . « 08 


(b) The Government of Manitoba 

The Government of Manitoba in its brief to the Royal 
Commission isolated specific inequities in the freight rate 
structure that discriminated against the economic develop- 
ment of Western Canada. Among the grievances isolated for 
particular attention were the negative oe of horizontal 
percentage rate increases on the freight rate structure in 
Western Canada, the inability of Western Canada to benefit 
from lower trans-continental rates as a result of the absence 
of competing modes of transportation in Western Canada, 
the failure on the part of the Board of Transport Commis- 
sioners to adequately regulate rates eee Da AWeEL.S LC. 
carriers and the existence of rates in the general freight 
rate structure that did not bear their proper share of the 


109 


cost involved in transporting goods. 
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(i) Horizontal Percentage 
Rate Increases ‘. 

As noted in Chapter IV, in a series of eee 
before the Board of Transport Commissioners in the late 
1940's and early 1950's, the railways were given permission 
to increase freight rates in Canada by way of horizontal 
percentage increases. It should be noted that the Board of 
Transport Commissioners continued to support this practice 
Meche part of the railways despite the recommendations of 
the Turgeon Royal SA that the Board should not per- 
mit further freight rate increases in this particular 
manner. 

The Manitoba Government, utilizing the arguments 
Mewanced by the Prairie Provinces at the hearings of the 
Turgeon Royal Commission, as well as the recommendations of 
the Royal Commission, observed that horizontal percentage 
rate increases accentuated existing disparities in freight 
rate structures, aggravated the disadvantages suffered by 
long-haul shippers, and assumed that all traffic could bear 
the same percentage increase in freight rates. Statistical 
evidence was presented to illustrate the impact.of hori- 
zontal percentage raue increases on the freight rate 
structure in Western Canada. For example, during the period 
from 1949 to 1958, the freight rates on agricultural imple- 
ments transported from Eastern Canada £0 Winnipeg had 
increased from $30.08 per ton-mile in 1949 to $62.65 per 


ton-mile in.195%, “an inerease of “$32.57. The freight rate 
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on agricultural implements transported from Eastern oreo a to 
points in the Maritimes had increased from $9.33 per poe mile 
in 1949 to $16.43 per ton-mile in 1958, an increase of only 
$7.10. 

On the basis of the statistical evidence presented, 
the Manitoba Government concluded that horizontal percentage 
rate increases resulted in higher freight rates in Western 
Canada than in Eastern Canada and that horizontal freight 
rate increases discriminated against long-haul shippers. No 
relief from these rate increases could be anticipated from 
either the railways or the Board of Transport Commissioners, 
thus the Government of Manitoba recommended that ". - - some 
safeguards .. . be cuts coat either by way of statutory 
limitations or legalistic direction if the present situa- 


mom is to be altered. . nil 


(ii)e Long and Short Haul 
Discrimination 

The see eR oF Meni topa. using similar arguments 
to those found in the position paper of the Alberta Govern- 
ment in the 1930's, was critical of those provisions of the 
freight rate structure that resulted in lower freight rates 
on godds being shipped from Montreal to Vancouver than on 
goods being shipped from Montreal to points in Western 
Canada. As a result, Western Canada paid higher freight 
rates on goods because of their geographic location and the 
absence of competing forms of transportation. In Manitoba's 


view, this practice gave the railways the power to determine 
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whether or not the goods of a particular region of the 

eountry could compete with similar goods produced in beans 
‘regions of the country. In view of the increasing industrial- 
ization of Western Canada, the Government of Manitoba urged 
the Commissioners to adopt the principle that nen a com- 
petitive rate is published from a more distant point, the 
intermediate point should be given a rate reflecting its 
shorter haul from the point of destination. . . at This 


would in part neutralize the impact of freight rates on the 


level of economic development in Western Canada. 


(iii) Water Rates 

The Manitoba Government drew to the attention of 
the Commissioners the fact that, even though the Board of 
Transport Commissioners had been given the power to regulate 
water rates, water transportation companies were permitted 
to raise their rates and thus maintain a i renent al between 
water and rail rates, without demonstrating to the Board the 
necessity for such an increase. The railway companies, on 
the other hand, were required by law to appear before the 
Board and present evidence that would justify their conten- 
tion that rates should be increased. As a result of the 
failure on the part of the Board of Transport Commissioners 
to exercise its jurisdiction over the regulation of water 
rates, the Manitoba Government concluded that Manitoba was 
being denied the benefits of its proximity to the Great 
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= « « At the time of the construction of the 
St. Lawrence Seaway it was stated that the Sea- §' 
way would be of prime importance to national 
economic development and that the beneficial ef- 
fects of this great inland waterway would not be 
limited to a particular region of Canada but 
would make available to. the great heartland of 
Canada the benefits of ocean and lake transporta- 
tion. We suggest that unless a clear legislative 
directive be given to the Board of Transport Com- 
missioners with respect to lake carrier rates, 
national policy applicable to the carriage of 
goods by water will be completely frustrated with 
particularly harmful effects on the economy of © 
Renrtoba.~. =. bie 


Rov eVOluncarily tsk ee 
Rates 

The Manitoba Government contended that there were a 
number of rates in the freight rate oie dee nbints Ghateedid 104 
Bover their share of the ate: involved in transporting a 
good from one ieee aia To-anether. The implication of “this 
elaim was that the railways were voluntarily reducing rates 
On Certain items to the point where they did not cover the 
cost of transporting the goods. In the opinion of the Mani- 
toba Government, the railway used these rates, and the 
corresponding lack of revenue resulting from the rates, to 
justify thir representations before the Board of Transport 
Commissioners for higher freight rates. It was recommended 
that the Board of Transport Commissioners be required to 
solicit statistical information from the railway companies 
that would permit the preparation of studies that would de- 
termine the burden of freight rates on each region of 


Canada. Statistical evidence was presented in the Manitoba 
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brief that indicated that the average freight rate on traf-. 
fic moving to or from Manitoba was higher than ean 

rates on similar commodities in any other part of Candda or 
the United States. The Manitoba Government concluded its 
Driet by noting that, if there was to be an equitable 

freight rate structure in all regions of Canada, one region 
Beeche country should not be obliged to carry the burden for 
all the other regions. It was the contention of ano Nearer 
Be ement that,-at the present time, this burden was fall- 
ing on Western Canada, and on Manitoba in particular. The 
view of the Manitoba Government that the burden of freight 
rates fell most owe on Manitoba was disputed by the 
Governments of Saskatchewan and Alberta who contended that 
meetell most heavily on'’their provinces. -However, there 


was general agreement that Western Canada was carrying an 


unwarranted share of the costs of the transportation system. 


(c) The Government of Saskatchewan 

The major theme of the Saskatchewan brief was the 
- contention that the inequities in the freight rate structure 
as it applied to Western Canada were so firmly rooted in 
"the economic and political circumstances of the past" that 
they would not be eliminated by merely adjusting certain 
Classes of freight rates. This had been the practice 
adopted by the railways and approved by the Board of Trans-— 


port Commissioners in the 1950's in their attempts to 


eliminate inequities in the freight rate structure. While 
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it was difficult to demonstrate that the major impact of 
the freight rate increases of the 1950's had fallen on 


Western. Canada, and on Saskatchewan in particular, the 


Government of Saskatchewan presented statistics to support 


their contention. On the basis of this evidence, it was 
concluded that the residents of Western Canada were financ- 
ing a larger share of the ects of providing a transportation 
system than were the other regions of Canada. 

The central recommendation of the Government or 
Saskatchewan was the proposal that the federal government 
enact legislation that would provide a “National Transporta- 
mon subsidy" to Western Canada, thereby reducing freight 
rates. While the calculation of the subsidy would require 
detailed study by both levels of government, the Government 
of Saskatchewan expressed the view that the subsidy would 
Meemost effective ". .. as a percentage reduction in freight 
metec on traffic moving out of, into, and within the four 
western provinces of Manitoba, Saskatchewan, Alberta and 
British scineae While the subsidy would ultimately 
result in a reduction in all classes of freight rates in 
Western Canada, the first priority in any proposed reduction 
Of freight rates should be a reduction in the rates on long- = 


haul traffic. 


Ee rressure Groups 


The briefs presented to the Royal Commission from 
both business and agricultural groups in Western Canada 


contained references to the inequities in the freight rate 
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structure as it applied to Western Canada. Many of the 
references were general in nature with the majority of the 


grievances expressed by business-oriented groups. 


(a) Farm Groups 

Passing reference was made to the burden of freight 
rates on Western Canada, the monopolistic position of the 
railways, and the necessity of reducing the burden of freight 
rates on the economy of Western Canada. The only group 
that made particular motere nee to inequities in the freight 
rate structure was the Manitoba Federation of Agriculture. 
Aside from these rather general statements, there were no 
statements made by farm groups to the Royal Commission that 
documented in greater detail Western grievances regarding 


inequities in the freight rate structure. 


(b) Business Groups 

Business groups were more specific with regard to 
the presentation of evidence designed to Ailustrate in- 
equities in the freight rate structure. For example, the 
Winnipeg Chamber of Commerce noted that the federal govern- 
ment had not enacted legislative provisions pertaining to 
the freight rate structure that would have been of benefit 
to the Waser? Breursn owanate benefited from low trans- 
continental rates and foe removal of the Mountain 
Differential in 1948. The Maritimes had received benefits 


from the Maritime Freight Rates Act. While the one and one- 


third rule had been enacted in 1952 as a result of Western 
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Canadian agitation, the railways had negotiated agreed 
charges that were not regulated by the Railway Act. The 
Winnipeg Chamber of Commerce supported the Manitoba Govern- 
ment in its charges that the Board of Transport Commissioners 
was not adequately regulating the level of rates mevedan:, 
water carriers on the Great Lakes. By permitting a series 
of rate increases, the differential between rail and water 
rates was maintained. As a result Western Canada was not 
enjoying the full Nene nias of the St. Lawrence Seaway. 
Finally, the Chamber urged the Commission to recommend to 
the government that, when competitive rates are established 
morassist shippers to enter or remain competitive in a par- 
ticular market, rates ae other competing points should be 
calculated so as to preserve the geographic advantage of 
other shippers. Specifically, the Chamber was concerned that 
the granting of low competitive rates to Vancouver could 
give Montreal manufacturers an advantage over manufacturers 
in Western Canada. 

The City of Brandon-and the City of Saskatoon pre- 
sented briefs that outlined at length the impact of 
horizontal percentage rate increases on small urban centers. 
Particular reference was made to the fact that these rate 
increases, when combined er ee monopolistic position of 
the railways, created a fre ight rate structure that re- 
stricted industrialization in Western Canada in general, but 


in small centers in particular. The Saskatoon brief 
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recommended that particular areas in Western Canada be desig- 
nated by the railways so that equal rates would be Uy ed 
on all goods moving in and out of the Peeeion ee 
Brits prief toicthe: Commission, the Hudson's Bay 
Route Association outlined its opposition to granting ce 
increases by the horizontal percentage method by noting that 
there is no competition from other railways in that part of 
Manitoba. Thus any rate increase is automatically passed on 
moetne consumer. The Great West Coal Company Ltd., the Old 
Mac Coal Company Ltd., and Western Dominion Coal Mines Ltd. 
presented a brief that demonstrated the impact of horizontal 
percentage rate inereases on the lignite coal industry. 
The industry is unique in that the cost of transporting the 
product is greater than the value of the product being moved. 
As a result, when rates are increased, they have a signifi- 
Cant impact on the industry. The industry recommended that 
the Board of Transport Commissioners assess more completely 
Merce fects of freight rate increases on individual shippers 
before granting such increases. Finally, the Lethbridge 
Chamber of Commerce recommended that freight rates should 
not give preference to manufactured goods of one area over 
the manufactured goods of another. No undue preference 
Should be siven to any region of Canada, in that such a 


practice would make freight rates the most important factor — 


in determining the location of a particular industry. 
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3. The Railways 
The Canadian Pacific Railway, in their final sum- 
“mation, dealt with many of the points raised by Western 
Canada. For example, they noted the alternatives available 
to the railways in lieu of horizontal percentage rate in- 
ereases and concluded that no other method of granting rate 
Mmcreases worked as well as this method. In part, their 
brief read: 
- . . The railways unlike regional interests or 
particular shippers must consider the matter from 
the standpoint of all shippers of all regions as 
well as from the standpoint of their own revenue 
needs. The alternatives suggested have failed to 
meet the practical tests which must be made to 
determine their soundness. .. .117 
With regard to the particular complaint of Western Canada 
that horizontal rate increases placed a very heavy burden 
on Western Canada, Canadian Pacific noted: 
Meme Llousethe posi tion=of the CPR that-it is the 
only method which is practical and which implements 
in the fairest possible way the obviously unpopular 
necessity of higher freight rates. Notwithstanding 
numerous analyses, it is submitted that no inequity 
arising from horizontal eae increases has 
been demonstrated. . iglaks 
, The response of Canadian Pacific to the claims made 
by Western Canada that the freight rate structure severely 
restricted industrialization was that the freight rate 
= 
structure should not be used as a vehicle for encouraging 
economic development. Without the presence of competitive 
shippers in other areas, a subsidy through the freight rate 
structure was not selective and would therefore cause 


119 


economic distortions. 
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The contention of the Alberta Government that the 
one and one-third rule should be applied to all rates 
whether they were agreed charges or competitive rates was 
quickly dismissed by the railway. They. further suggested 
that all reference to long and short haul discrimination be 
removed from the Railway Act. Finally, Canadian Pacific 
recommended that the bridge subsidy, designed to reduce the 
e0st of moving goods across Northern Ontario, be removed. 
In Canadian Pacific's view, "the bridge subsidy creates 
anomalies and distortions and should bei withdvawn:? <> 
The Canadian National Railways dismissed the claims 
of Western Canada with regard to the granting: of rate in- 
creases by the horizontal percentage method in the following 
Manner: 
» « « While we recognize the difficulties inherent 
in the: horizontal percentage method of increasing 
freight rates, nevertheless we consider that it is 
the best available to us at the present time. ; 
In such circumstances we should not be required to 
use a different method until it can be shown to be 
more equitable and tested sufficiently to ensure 
that the carriers revenue position will be 
protected. . . .12 

It can be seen that the railways dismissed the contentions 


of the Western Canadian provinces that there were inequities 


in the freight rate structure that should be remedied. 
: Se 


4. Conclusion 
Western Canadians utilized the hearings held by 
the Royal Commission to raise grievances with regard to in- 


equities in the freight rate structure. . As noted earlier, 
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the majority of the grievances were long-standing and had 
been articulated on earlier occasions. The representations 
made by Western Canada were dismissed by the Royal Commis- 
sion in a manner similar to the way in which the railways 
had dismissed Western claims. For example, there were no 
recommendations concerning the practice of granting hori- 
zontal percentage rate increases. There was no recognition 
by the Commissioners of the necessity of limiting eee 
short haul discrimination, and there was momrscoenic ion Cx 
the relationship between the freight rate structure and the 
level of economic development in Western Canada. 

In an interview with Mr. A. Platt, he revealed 
that the Commissioners had never seriously considered Sask- 
atchewan's proposal for a general subsidy on rates levied 
in Western Deedee He noted that the Commissioners had 
considered several ornaive designed to eliminate long and 
short haul discrimination, but a suitable formula could not 
be developed. One was left with the impression that the 
Commissioners had not attempted to resolve the problem and 
merely dismissed the Alberta proposal without adequate de- 
Beration, on the grounds that it did not conform to their 
Overall philosophy. Again, Western Canada was unsuccessful 
in having its views incorporated into the final recommenda- 


tions of the Commission. 
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D. Recommendations of a 
mevockial Nature ' 

Every brief presented to the Royal Commission con- 
tained recommendations that could be considered to be of a 
‘parochial nature. As noted earlier, Mr. A. Platt. observed 
that in most instances the briefs presented were so parochial 
in nature that they failed to consider transportation prob- 
Wems in their entirety. Thus_the majority of the briefs 
were, in Mr. Platt's view, of limited assistance to the 
Commissioners in the preparation Of) LneLY irepor.. 

A review of the briefs eee ned from Western Canada 
revealed that there were policy recommendations in the 
majority of the briefs designed to alleviate particular 
ecal Pere encce. For ee. the Lethbridge Chamber of 
Commerce urged the Royal Commission to recommend that a 
second railway be constructed in Southern Alberta. The Great 
West Coal Company eae presented a brief on behalf of other 
members of that industry requesting lower freight rates on 
the movement of lignite coal. Lower rates on the movement 
of timber were requested by the Saskatchewan Timber Board, 
while the Hudson's Bay Route Association urged the Commis- 
sion to make recommendations designed to improve facilities 
At the Port of Churchill. In short, Western Canadians util- 
ized the hearings of the Royal Commission to present 
particular local ee ee to the Commissioners in the 
hope that they would recommend qe ace on the part of the 
federal government that would remedy their particular 


problems. 





a7 
B. The Accommodation of Western 
Canadian Views - A Summation 
The Royal Commission's report contained policy 
recommendations of particular coneern to Western Canada. 
For example, the Pern eae ae pertaining to the Crow's 
Nest Pass rates, those outlining the criteria for the deter- 
mination of rates, and those designed to alleviate regional 
inequities in the.freight rate structure were of concern to 
Western Canada. Having read the briefs presented by the 
Governments of Manitoba, Saskatchewan, and Alberta and the 
various pressure groups from Western Canada, one S27 OL. t 
with the impression that the majority of the recommendations 
from Western Canada were not incorporated into the final 
recommendations of the Royal Commission. With regard to the 
eriteria for the determination of rates, Western Canadian 
Views were incorporated into the report to the extent that 
the Commissioners recommended that the cost of service prin- 
ciple be adopted as the criterion for the determination of 
rates, and that the railways be relieved of many of the 
legislative restrictions that limited their ability to com- 
pete. However, the Commission failed to include recommenda- 
tions that, in the view of Western Canadians, provided 
adequate protection from the monopolistic poOsltvonecisric 
railways. A detailed examination of those segments of the 
report dealing with the "captive shipper" and "areas of 


significant monopoly" revealed that Western Canadian demands 
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that there be adequate protection for regions such as 

Western Canada from the absence of competition were largely 
ignored by the Commission. The recommendations from 

Western Canada pertaining to horizontal percentage rate in- 
creases and long and short haul discrimination were TieTeeees 
by the Commission on the grounds that the inclusion of pro- 
visions designed to Basi mente these grievances would,allegedly 
conflict with the overall: philosophy of the report. 

The Holt tical actors from Western Canada were more 
successful in having their views with regard to the com- 
pensatory nature of the Crow's Nest Pass rates accepted by 
the Commission. While the Commission recommended the con- 
tinuation of payments 0 the railways, the decision to 
meauce’ the tie of the subsidy from the amount recommended 
by the railways was .largely in response to the representa- 
tions from Western Canada. This then was the one aspect of 
the Commission's report that was influenced to a great ex- 
tent by the representations made by the political actors of 
Western Canada. 

Why were Western Canadian views not incorporated 
in the recommendations of the Royal Commission to a greater 
extent? The personnel of the Commission was such that 
Western Canadian opinion was adequately represented. As 
noted EvEOun Meta rhe of the Commissioners, including the 
Chairman, Mr. M. A. MacPherson, were from Western Canada. 

Mr.. MacPherson had represented the Government of Saskatchewan, 


on numerous occasions at hearings before the Board of 







J 21 igunebaosd 
ei wary’ r bad § ’ 
; = Ff g a 
‘iwiet Tse ASS 
: 5) f r Lit if 
4 
. L os , i 7 
¢ an 
x ‘y % ‘i f 4 ~ 7 
_ ° 7 
" 3 
r Pi te fF 
_ ; , Cra‘ ' i" 
~~ r a 
e 4 é i-_ @ 
& i ; Ae 
ie, 
by *~ bs rt 
R- 
‘ av + 
; a a) +Pow 
= . ™ ¢ L[e 
bbe e NOLT RI ASee tg es 
2 7% . 7 - 
bry he shetss 
f d Se 
P af ?ae nl ALeTeSse SIs yaw 
3 TE f a 
ivans <x Picea ame: erro ‘nin oka eae 


«i 


ai 
fete Hose eur oot eaten! Sih ey Lainoeta¢ ont ? 


ites re are eal ey ar 
Ceteabamert zinta pads otatas ets b isi ; 
; ae le “gs = 


5 ce 
+  allahasatit 
ae cme 









L ro aA 


339° 


Transport Commissioners where he strongly articulated 
the views of Western Canada with regard to inequities in 
the freight rate structure. In addition, he had repre- 
sented the Government of Saskatchewan at the hearings of 
the Turgeon Royal Commission and was instrumental in having 
the Commission recommend that a subsidy be paid for the 
movement of goods across Northern Ontaric. How then could 
a man who had been so closely identified with Western 
Canada and with the problems Besoctated with freight rates 
prepare a report that contained no recommendations for the 
protection of Western Canadian interests? 

In interviews with Mr. A. Platt, the Honourable 
B. C. Manning,+“? and Mr. F. Anderson, it was revealed that 
Mr. MacPherson was in extremely poor health at the time 
when the Royal Commission was holding public hearings. 
Specifically, Mr. Platt indicated that Mr. MacPherson was 
Saesuch poor health at that time that he did not recall the 
Proceedings of any of the public hearings.- After the public 
hearings were concluded, Mr. MacPherson remained in Regina 
and took no active part in the preparation of the final 
menor. in-fact,; itvappears that Mr. MacPherson was never 
aware of the contents of the report presented to the federal 
government in his name. 

Both Mr. Anderson and Mr. Platt expressed the view 


that had Mr. MacPherson been in good health, and aware of 


the kind of recommendations being considered by his 
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colleagues, he would have never accepted the general phil- 
osophy of the report and would have attempted to have 
specific policy recommendations included in the report that 
would have given greater protection to Western Canada. Mr. 
Platt was not certain whether Mr. MacPherson would have been 
able to convince his colleagues to alter their recommenda- 
mrons, but he did Ber owteree that, if Mr. MacPherson had 
prepared a minority report outlining his opposition aera 
general theme of the main report, the Report Om Wie Rova L 
Commission would have been discredited and would never have 
been implemented. Mr. Manning expressed views similar to 
those of Mr. Platt and Mr. Anderson. Thus the absence of 
recommendations in the report designed to give additional 
protection to Western Canada appears to be closely linked 
with the poor health of Mr. MacPherson. 

There is the belief among government officials and 
pressure groups associated with the hearings of the Royal 
Commission that Mr. MacPherson failed to represent the in- 


ne The explanation offered by 


terests of Western Canada. 
Mr. Platt and Mr. Anderson would indicate that this was not 
the case. In reality, if the views of Western Canada were 
not represented, Mr. Platt and Mr. Anscomb, the two Com- 
missioners from Western Canada, must accept responsibility 
for not representing the views of Western Canada. Mr. 


Platt indcated that when he was appointed to the Commission, 


he considered himself not to be a spokesman for Western 
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Canada but a Bean ceeemeriarn oa viccd to consider transporta-- 
eon policy as’ it affected all regions of Canada. In 
defence of his position, he noted that, as an economist, he 
could not construct an argument that could justify, on 
economic grounds, the inclusion in the report of ppeeetie 
policy recommendations designed to protect Western Canada. 1? 
Perhaps the above explanation presents a more accurate ac- 
count of the reasons for the absence of recommendations 
specifically designed to protect Western Canada. 
SECTION ITl1I: ~ REACTION OF WESTERN CANADIANS 

TO THE REPORT OF THE ROYAL 

COMMISSION 

The objective-of this section is to examine the 

reaction of the eee federal and provincial Politic tans, 
and various pressure groups from Western Canada to the 
recommendations eo by the Royal Commission. The 
negative reaction to the Pee nasi on that the railways 
be granted a subsidy: to compensate them for losses incurred 
in the movement of grain was outlined in an earlier section 
of the chapter. The views outlined in this section are 
concerned with the recommendations dealing with the criteria 
Zor the determination of rates and the protectionbr Western 


Canada in those sections of the report dealing with the 


captive shipper. 


Mee Press Reaction 
Press reaction to the recommendations was generally 


favourable in Western Canada. There were some fears 








- . om, ee 
- 
7 ws * a 
¢ 
' - é 
{ La bu 
~ 
} : - - j 
Fi I ry ¥« ok arr t 
® t 


» | A f 
- 
x _ 
= ~ —_ 
si ~— ‘ 
r 7 ~ 
a 3 
. 
‘ i+ 
7 ‘ ¥ : 
om i<j 
. + 
‘ be | a, 
‘ ‘3 . } 
a 
= ~ + . ~ 
v by Pe a4 
‘ 
A; 7 * 
- oi J 5 
- 4 


i Goes ait Sen es 
te ‘i 
esd ata soso: er ony tH BS 
Db z 
i , \, we - 
Bart esd. at sallwiete. az bas eas et Bo. aoztarinss 


% met ie yet Hae rans 
i“ oe 


- nn 









342 


expressed that the payment ari subsidy to the railways for ° 
the movement of grain would be the preliminary step leading 
to the abolition of the Crow's Nest Pass rates. ‘The Regina 

dieader Post in an editorial noted that: 


The commission, in its report, .veers off on a- 
tangent. It accepts the railways' claim as to 
‘losses and recommends an annual subsidy to the 

railways on the ground that the Crowsnest Pass 
Peaces are }an "obligation imposed on the rail-_. 
ways by law" The commission could not be more 
wrong in advaneing the latter as a basis for a 
subsidy. The facts of history cannot be ignored. 
The Crowsnest Pass rates are an obligation as- 
sumed voluntarily by the CPR in return for 
valuable concessions which still rebound to the 
Mameways” financial benefit. =... The Prairie 
West should resist the implementation elite alg eles 
phase of the report with all the vigor and power 
miecan command. ..4 <2. Le 


In an editorial on April 17 19ol, the Gdmonvon Journal 
noted that the recommendations pertaining to the removal 
of governmental regulations with regard to the setting of 
rates could be detrimental to Western Canada. In part, 
the editorial read: 
The third recommendation also contains some dy- 
namite. Certainly, in any general elimination 
of restrictive regulations affecting rate setting, 
the prairies would demand that their captive com- 
modities, such as grain and lumber, not be 
penalized. The prairies have had the short end 
of the rate setting stick for decades and. they 
would fight against any worsening of their posi- 


mron after the gradual improvement of the post- 
war period. . A PAN 


In an editorial on October 28, 1964, the final 
report of the Royal Commission was praised by the Edmonton 
Journal as being "the most sensible and realistic statement 


on transport, and particularly railway transport ever 
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produced in this country. . . ee The Calgary Herald, in 


an editorial on April 14, 1961, noted that the subsidies 
“proposed by the Commission were no "curealli" for the prob- 
Jems faced by the railways and that ultimately the railways 
must become more efficient. The editorial was critical of. 
a subsidy on the movement of grain for export and: urged) the 
government to consider the minority report that had recom- 


mended no government subsidy .1*7 


Regarding the recommenda- 
tions concerning the criteria for the eee ee of rates, 
the Calgary Herald noted that the report contained "a num- 
ber of constructive proposals for the federal government to 
“consider in trying to solve Canada's extremely serious 

130 


railway problem. . 
| fneaeseries -of editorials, the Winnipeg Free Press 
expressed support for the general principles.outlined in the 
. Commission's emote: aa However, the editorials noted that 
the recommendations of the report must be implemented in 
total if they were to have any impact on the transportation 
system. In an editorial on May 19, 1961, the Winnipeg 

Free Press expressed concern that the recommendations of 

the Royal Commission would not be implemented by the 
_Diefenbaker Pore uemen oe This was the first expression of 
this viewpoint in Western gansdian press. The editorial 
concluded by noting: 


Ever since the MacPherson royal commission's first 
report was published a few weeks ago, there have 
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Heeneaisquieting rumors « . « that the Diefen- 
baker government does not intend to implement 
some soe Se Commission's main recommendations. 


mee Reaction of Politicians 

Premier E. C. Manning of Alberta supported the 
general philosophy of the report and characterized it as 
being "a breakthrough for Alberta in its struggle for better 
Bates". -- In particular, he supported the recommendations 
dealing with the maximum rate Pee oaerne provisions govern- 
ing the captive shipper, and the adoption of the cost of 
service principle as the basis for the determination of 
rates. Finally, he noted that the recommendation advanced 
by the Alberta ie aras that a cost-oriented rate struc- 
ture be adopted had been incorporated into the recommendations 
Ot the Royal vanes, 

The initial positive reaction of the Alberta 
Government to the recommendations of the Royal Commission 
ee only temporary, and, once the officials of the Freight 
Rate Bureau had occasion to examine the recommendations of 
the Commission in greater detail, Alberta's attitude toward 
the recommendations changed considerably. Mr. J. W. 
Telford, during an interview, indicated that Alberta became 
increasingly critical of the formula proposed by the Com- 
missioners for a maximum and a minimum level of rates and 


the provisions pertaining to the captive shipper clause. 


The 30,000 pounds - 150% provisions were considered to be 
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detrimental to the interests of Western Canada. Asa re 
sult, the Alberta Government urged the federal ee cernier 
to enact legislation that would place greater controls over 
the operation of the railways. This change in tactics on 
the part of the Alberta Core rrients during the period from 
1962 to 1964 marked a major shift in Alberta's position and 
was specifically designed to strengthen their bargaining 
position with the federal government. This change became 
more evident when the hod seals moeascesme Ea spose Bada G—L20 
implementing many of the recommendations of the Royal 
Commission. | 

Initial aie rhe cate the report of the Royal Com- 
mission by officials of the Government of Manitoba was 
favourable. Premier Roblin expressed general approval of 
the major recommendations of the one tee es However, ore of 
Bethe consultants to the Manitoba Government, Mr. V. 
Steichison, was quoted in the Winnipeg Free Press as having 
mera that ". . . the report could give the railways the 
right to decide what Canadian firms should stay in business. 

| Bren 37 In addition, the newspaper quoted him as saying 

that "he was convinced the railways had managed to sell the 
royal commission a bill of goods which would cost Western 
Canadians a lot of money. . es 

In Saskatchewan, Premier Lloyd supported the 
recommendations of the report urging the federal government 


to continue the payment of subsidies to maintain passenger 
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139 


Professor V./C." Fowke, an adviser 
\ 


and freight service. 
to the Saskatchewan Government indicated that the recommenda- 
tions of the Royal Commission did not follow the policy 
proposals advocated by the Government of Secrecka eel 
“He indicated that the recommendations were designed to oe 
commodate the interests of the Canadian Pacific Railway. 
In summary, while the Governments of Manitoba, and 
Alberta reacted favourably to the recommendations of the 
Royal Commission, once the officials faa ae prise wee to 
read the report in greater detail and to assess its impli- 
cations, they realized that the proposed recommendations 
eould have a very negative impact on Western Canada. 
he tabling of Volumes I and II of the Commission's 
report on April 11, 1961, and January 23, 1962, aroused 
Mentie debate in the House of Commons. On both occasions, 
Mr. Diefenbaker merely tabled he documents without pre- 
senting any statement outlining the government's reaction 
to the fTeports. An article in the Winnipes Free Press on 
May 19, 1961 offers a clue as to Mr. Diefenbaker's reaction 
to the Royal Gommigston’s sreport. . The article =reported: 
Mr. Diefenbaker said that the ministers planned 
to bring forward "such legislation as may be ac- 
ceptable to the government in conformity with 
some parts, not all, of the recommen ations made 
by the MacPherson commission: . . .#1 
When the first report was tabled, the Leader of the 


Opposition, Mr. Pearson, inquired whether the report of the 


Royal Commission would be sent to a Parliamentary Committee 
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for study. Mr. Diefenbaker merely replied that this practice 
had never been followed in the past and that he saw no rea- 
men to create such -a precedent. When asked when the govern- 
ment contemplated implementing the recommendations of the 
Commission, he merely replied that "a statement will be 
given in due course but not at the present ete In 
tabling the second volume of the report, he stated: 

. . . I think hon. members will find that the 

report clarifies and illuminates ‘tthe issues 

underlying the very real and difficult problem 

confronting Canada in the field of railway 

transportation. I feel the report will help 

Parliament, the government and others couecerned 

with reaching a solution to problems, that were 

placed before the Commission. .. .143 

The spokesman for the Liberal Party, the Honourable 

Lionel Chevrier, thanked the Commissioners for their efforts 
and expressed the hope that the recommendations would be 
: . Ay 
implemented as soon as possible. Mr. Hazen Argue expressed 
the hope that the recommendations would be acted upon by the 
government and that the goal of equalized freight rates 


145 


could be achieved as soon as possible. 


Oe) Reaction of Pressure Groups 

The reaction of farm groups to the recommendations 
of the Royal Commission were confined in Largewpart. co 
those dealing with the Crow's Nest Pass rates. Their com- 
ments have been outlined in an earlier section of the 


chapter. 
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D. Conclusion 

It may appear that the conclusions reached in the 
preceding two sections of the chapter are contradictory. 
@eaethe one hand, it was coneluded that Western Canadian 
Views were not incorporated into the final policy recommenda- 
tions of the Commission; yet, on the other hand, it was 
concluded that there was a favourable response to the 
recommendations. “Mr. A. W. Platt attempted to explain this 
Maecrepancy by noting that the initial reaction to the 
report in Western Canada was favourable inasmuch as the 
report encompassed the major themes of the majority of the 
briefs presented from Western Canada. However, once the 
recommendations vere examined in @etaie, she provincial 
governments came to realize that many of the traditional 
Safeguards that had protected Western Canadian interests had 
been removed. Western Canada would not receive the degree 
Of protection from the proposed recommendations that it had 
initially anticipated on receipt of the eae Me Thus 
Western Canada became increasingly apprehensive and the 
full extent of Western opposition was not revealed until 
the government drafted Bill C-120 that incorporated many of 
the Commission's recommendations. 


SECTION IV: THE MACPHERSON ROYAL COMMISSION 
- “A POLICY INPUT 





The objective of the final section of the chapter 


is to assess the importance of the Royal Commission as an 
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initial policy input into the decision-making process that 
ultimately produced the National Transportation Act. bier 
examination of the provisions of the National Transportation 
Act, and a review of the major recommendations contained in 
the report of the Royal Commission, reveal the extent i 
which the government incorporated these recommendations. For 
example, the philosophy enunciated in the Royal Commission's 
report with regard to the belief that the forces of competi- 
Seon should govern the operation of the transportation system 
is found in many sections of the Ree: Transportation Act. 
The emphasis on the promotion of an efficient and competi- 
tive transportation ee at the expense of the "national 
Meaty”. aspects of transportation policy is also reflected 
in the Act. 

The acceptance of the "cost of service" principle 
Zemcne criterion for the determination of rates, the belief 
that railways should be freed from existing regulations to 
meet the forces of competition, and the adoption of a maxi- 
mum and a minimum level for rates were recommendations which 
were incorporated. into pertinent sections of the National 
mransportation Act. In-particular,.the provisions of those 


sections of the Act dealing with "areas of significant 
monopoly" and the notion of the "captive shipper" were taken 
directly from the Commission's report. Finally, the recom- 
mMendation proposed by the Commission that the railways be 


compensated for the losses incurred in the movement of grain 
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was accepted by the government to the extent that the origi- 
. \ 
nal provisions of the National Transportation Act committed 
the government to review the compensatory nature of the 
mes, every three years. This. particular proviéion of the 
legislation was removed during the debate in the Committee 
of the Whole House on Bill C-231. The removal of the pro- 
Vision was brought about at the insistence of the federal 
Members of Parliament from Western Canada. 

Clearly, the recommendations of the Royal Commission 
on Transportation were important policy inputs that were 
ultimately incorporated into the National Transportation Act. 
However, the limited extent to which Western Canadian views 
were accommodated in the recommendations of the Royal Com- 
mission made the MacPherson Royal Commission of limited 


value as an input of Western Canadian views. 
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FOOTNOTES 


steovernment of Canada, Report of the Royal Commission 
on Transportation (Ottawa: Queen's Printer, 1961 and 1962), 
Melo.) and Ji. This Report will be.hereafter referred to 


as the MacPherson Royal Commission. 


“an Act to amend the Railway Act, the Transport Act 
and the Canadian National Railways Act, and to repeal the 





Canadian National-Canadian Pacific Act (Ottawa: Queen's 








Printer, 1964). This bill will hereafter be reférred to 
wempiy! C=-120. f 


Zan Act to define and implement a national transporta- 


ne re ne 





a ES NTN 





Me bill C-231. 


oR W. Currie, Economics of Canadian Transportation 
(Toronto: University of Toronto Press, 1967), pp. 17-18. . 
The series of events described in succeeding paragraphs was 
Mmertined by Currie and in the briefs presented, by the 
Provinces of Manitoba, Saskatchewan, and Alberta. All were 
in agreement as to the factors leading to the establishment 
of the Royal Commission. 


Dror a detailed discussion of these cases, see Chapter 
iV. é ; 


onhese figures were presented by the Board of Transport 
Commissioners to the Parliamentary Committee on Railways, 
Canals and Telegraph Lines on April 14, 1959. These 
statistics were cited in both the Alberta and Saskatchewan 
briefs to illustrate the impact of horizontal percentage 
rate increases on Western Canada. 
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10Tnterview with Mr. A. W. Platt on June Be, TORT: 


11 acPherson Royal Commission, Proceedings and Evidence, 
p- 34. The Commission made this ruling on September 18, 


ID? «. 


12rbia.. 


_ 


135n particular, see the briefs presented by the 
Manitoba Federation of Agriculture, the Saskatchewan Wheat 
Pool, the Alberta Wheat Pool, Manitoba Pool Elevators, 
United Grain Growers, the Farmers' Union of Alberta, the 
Farmers' Union of Manitoba, the Saskatchewan Farmers’ Union, 
and the Regina Chamber of Commerce. All these briefs con- 
tained detailed analyses of the Crow's Nest Pass Agreement. 


_ lWretter from R. A. Crosbie to J. R. McFall, July 14, 
1959. : 

1 othe biographical material on the various Commissioners 
was obtained from the Globe and Mail, May 14, 1959. The 
information in succeeding paragraphs was taken from this 
source and from the interview with Mr. A. W. Platt. 


e 


BOG nada, Parliament, Parliamentary Debates (House of 
Commons), 2nd Session, 24th Parliament, Vol. Ill, (1959), 


pp. 3751-2. 


malbid.;.p. 3753. 


eotbid., p. 3761. 


1 ooaleary Herald, May 15,'1959. 


20nhe Winnipeg Free Press, May 15, 1959. 


ith an interview with the Honourable E. C. Manning 
on July 8, 1971, he indicated that the reaction in Western 
Canada to the establishment of the Royal Commission was 
very favourable. 


22 ohne proceedifigs of the Royal Commission can be 
found in Volume I of the Report... — 


3vacPherson Royal Commission, Vol. I, pp. 12-14 and 
|Pp- 31-34. See also, Vol. II, Chapters 7 and 8. 
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Perce VOle hy 0p. o-1 2. 


SmbidwacVo! <oDT pop! 193. 





mbed.,. Vol. Fy Chapter’ L.« See also Vol. II, Chapter 


Prt. 

p@ibide;<Volouly pec3. 

28rpid., Vow es Chapcermiti.. In particular, see 
pp. 30-32. 

29 tpid 

BO... . 

Morin, evo avuhy Chapter ivi, pe tt9. 

Jlinterview Ween Mecho eW. Platt. on June 25, 1971. 

set bid... 

S23 Interview with Mr. F. W. Anderson on September 2, 
Eo? 1. 


Ste ew with Mrs AGW o Platt. 


EB anpid 6: 
Bow beryl ow with Mr. F. W. Anderson 
3? MacPherson Royal Commission, Vol. II, pp. 33-36. 


38th. Commissioners did not define pay teres the term 
"areas of significant monopoly”. aes, 


3IviacPherson kovyal Commission, Vol, 1%, p.04/. 


Smtr tew With Mri AsaWw eel at ae ic information 
in succeeding paragraphs was obtained in that interview. 


tlinterviews with Mr. J. W. Telford, Manager of the 
Alberta Freight Bureau; Mr. O. Broughton of the Alberta 
Wheat Pool; the Honourable E. C. Manning; Mr. Ivan Radke of 
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United Grain Growers; Mr. G. W. Barnes, Coal Operators' 
Association of Western Canada; and Mr. David Wood of Wastern 
Bo-op Fertilizers Ltd.. They all indicated that the 150% 
figure was taken from costing studies prepared by the 
railways. 


etter ie WEUITO MES CAs te att. 


"one same groups made similar complaints regarding 
epee provision of 30,000 lbs. as the base weight. 


Wh 


Interview with Mr. F. W. Anderson. 


erie ciew with Meo A. W. Platt. 


48\iecPherson Royal Commission, Vol. IT, pp. 87-88. 





Ersid:, pp. 36-44. 
pid... p. 36- 


sl interview Wi toeMr, SA OW. Platt. ©The data used: to 
assess the losses of the railways was taken from figures 
submitted by the railways, the provincial governments, the 
Brairie Wheat Pools, and studies prepared by the Royal 
Commission. 


9“yacPherson Royal Commission, Vol. I, p. 45. 
late 

Sttpid., pp» 27-28. 

>tbid., p. 28. 

°rpid., p. 23. 


s’tbid., Vol ah eeDp seb —ae 


craw Winer A. WE Leet e, 
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7 via cPherson Rover Commission, Vol, If, pp. 62-85, 


0 
6 Prcerwmie we worn. Ay WeePlatt. 


6lyacPherson Royaecommiss. ow, Vols Ths p.ee5. 


Sere erciew with Me. AW. Platt 


| O3this assessment of Western Canadian briefs was made 
by Mr. A. W. Platt and Mr. F. W. Anderson. 


ONohis assessment was made by Mr. A. W. Platt. 


ee nedian Pacific Railway Memorandum regarding the 
Crow's Nest Pass Rates and proposed amendments. to rates to 
Meeiet the railways in their carrying of export grain. This 
was the title of a brief submitted to the Royal Commission 
on November 4, 1959. ‘The information in succeeding para- 
graphs outlining the CPR position was taken from this briet. 
Miis brief will hereafter. be referred to as the CPR 
Memorandum. 





6? submission of Canadian Pacific Railway to the Royal 
Commission: Summation and Argument, February 10, 1901, 
p. 6. This brief will hereafter be referred to as the 
CPR Final Summation. 


8s bia. , praeo: 


69canadian National Railways Memorandum regarding the 
Crow's Nest Pass Rates and proposed amendments to rates to 


assist the railways in their carrying of export grain, 
November 18, 1959. The information in succeeding paragraphs 


is drawn from this document. This brief will hereafter be 
referred to as the CNR Memorandum. 


?Osupmission of Canadian National Railways to the 
Royal Commission: Summation and Argument, February 0, 
1961,.p. 17. This brief will hereafter be referred to as 
the CNR Final Summation. 





?lonr Memorandum, pp. 8-9. 


726NnR Final Summation, p. 21. 
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(Ise6 footnote 40. 
7h 


Edmonton Journal, January 28, 1960. 





ee rerernmevt of Manitoba, Submission of the Government. 


of Manitoba to the Royal Commission on Transportation, 
February 8, 1960, pp. 68-71. 


statement by T. C. Douglas to the Royal Commission 
meme iransportation, Regina, February 12, i960, pp. 2-3. 






statement by E. C. Manning to the Royal Commission on 
Transportation, Edmonton, February 16, 1960, pp. 1-3. 





Bi nterview With BesGs-Manning;, duly -8,°1971. At. 
that time, Mr. Manning commented on the role of J. J. 
Frawley in representing Alberta's views. 


(I eamonton Journal, September 16, 1960. 


oO Sée briefs from Western farm groups mentioned in 
footnote 40. 


Slinterview wiehavitaek. Wee Platt. “Mir. Platt: indi- 
Gated that the briefs presented by the Wheat Pools and by 
the Governments of Alberta and Manitoba assisted the Com- 
Mission in evaluating the costing studies presented by the 
railways. 


Bo er aio with Mr. F. W. Anderson. 


SsBrief submitted by the Manitoba Pool Elevators to 
the Royal Commission on Transportation, February 9, 1960, 


pp. 6-7. 


Ov erief submitted by the Canadian Manufacturers’ As- 
sociation to the Royal Commission on Transportation, March 
29, 1960, and the brief submitted by the Canadian Indus- 
trial Traffic League on March 30, 1960. The Winnipeg 
Chamber of Commerce presented a brief on February 10, 1960; 
the Lethbridge Chamber of Commerce presented a brief on 
February 16, 1960; and the Regina Chamber of Commerce, on 
February 15, 1960. The information found in succeeding 
paragraphs was obtained from these briefs. 
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? MacPherson Royal Commission, Vol. I, pp. 39-40. 


1 oNR Final Summation, pp. 8-16. Details in succeed- 
ing paragraphs were obtained from this brief. 


Fe Thi ., D. @54e 


7 30pR Final Summation, pp. 131-146. Details in suc- 
ceeding paragraphs were obtained from this brief. 


Ori as. pts. 


9 Scovernment of Alberta, A Submission by the Province 
of Alberta to the Royal Commission on Transportation, 
Edmonton, Alberta, September 1, TOGO. Detalilesin (the 
following paragraphs were drawn from this brief. 





a eonennment of Saskatchewan, Submission of the 
Province of Saskatchewan to the Royal Commission on Trans- 
portation (Regina: Queen's Printer, 1961). Details in 
following paragraphs were drawn from this brief. 


7’prief of the Farmers’ Union of Alberta to the Royal 
Commission, February 16, 1960. 


I arnief of Manitoba Pool Elevators to the Royal 
Commission, February 9, 1960. 


7Jarief of the Lethbridge Chamber of Commerce to the 
Royal Commission, February 16, 1960. 


1005 tet of the Edmonton Chamber of Commerce to the 
Royal Commission, January 20, 1960. 
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lOloniet of the Regina Chamber of Commerce to the 
Royal Commission, February 15, 1960. 

foo, Ni sh 
Brief of the Canadian Manufacturer's Association 
to the Royal Commission, March 29, 1960. 


LO-3 


Brier .of. SA Winnipeg Chamber of Commerce to the 
Royal Commission, February 16, 1960. ‘This brief was found. 


in Vol. 31 of the Proceedings and-Evidence of the Royal 
Commission on Transportation. 


0 ' 
: For a statement of teesencrievances, see Chapter Det. 


105covernment of Alberta, Submission of the Province 
of Alberta to the Royal Commission on Transportation on 


mons and Short Haul Discrimination, tion, Edmonton, Alberta, 
Pyeust 15, 1960. Details in following paragraphs were 


maken from this brief. 











i ne of rane ee Submission to the Royal Com- 
mission Gis Transportation... some Economic Effects of 
Limitation of Long and Short Haul Discrimination on the 
Inter-Mountain Region of the United States". 


10? Interview with the Honourable E. C. Manning. 


L0G Tia. 


PO submission of the Manitoba Government. Details in 


the following paragraphs were taken from this brief. 


ebay: p. 55 


lllinsa., p. 57. 
11l2thid., p. 42. 


13 submission of the Saskatchewan Government. Details 
in following paragraphs were taken from this brief. 





Bigibid.s D+ 99. 


lorie ef “the tea Chamber of Commerce, February 
HO, 1960; op: cit.) pp- 4565-61. Details in the following 
paragraphs we were taken from this brief. 
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lop niet presented by the Brandon Chamber of Commerce 
to the Royal Commission on Transportation,. February 10, 
1960, and brief of the Saskatoon Board of Trade to the 
Royal Commission on Transportation, February 12, 1960. 
The proposal in the Saskatoon brief is known as "grouping". 


11?opR Final. Summation, p. 166. 


118ipid., p. 168. 


Seorbid.., jocn Rete x 


seo bid.« p.» 182. 


121 oR Final Summation, p. 16. 


tees nterview with Mr. A. W. Platt. 


12d interviews Witt. A, W..Platt, the Honourable 
mec. Manning, and Mr. F. W. Anderson. 


124 this was the common belief held by the groups inter- 
viewed in Western Canada. 


eo riarciew with Mc. A:oW. Plats. 


1269H.6 Regina Leader Post, April 13, 1961. 


Fe 7p amonton Joumnad-,sApri tae, 961. 


1287 Hid.; October 28, 1964. 
129 | 

Calgary Herald, April 14, 1961. 
130tpia., January 24, 1962. 


131 winnipeg Free Press, May 19, 1961 and April 12 and 
fo, 1961. 


132tbid., May 19, 1961. 


133Ramonton Journal, January 25, LOG2:. 
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1 thia.. 


finterview with Mr. J. W. Telford. 


13606 Winnipeg Free Press, January 25, 1962. 
tl tbia.. 
138rbia.. 


1?Regina Leader Post, April 11, 1961. 


140 


bE... 
BS Winni nes Peee- Press, .Mayelo, LIoL. 
142 


Canada, Parliament, Parliamentary Debates (House 
of Commons), 4th Session, 24th Parliament, Vol. IV, 


(1960-61), p. 3506. 


ty canada, Parliament, Parliamentary Debates (House 
Of Commons), 5th Session, 24th Parliament, Vol. 1, (1961), 
po. 17-18. 


Ii ttpid., p. 18. 


_—_——~_ 


Bid. Pagel oe 


Be Kis point wassmade by both Meso. Ws Telford and 
the Honourable E, C. Manning. 





CHAPTER VIII 
FEDERAL POLICY INPUTS -- BILL C-120 ANN BILL C-231 


INTRODUCTION 

The second phase in the events leading to the 
enactment of the National Transportation Act began in 
December 1961 with the presentation of the Report of the 
Royal Commission on Transportation to the Diefenbaker 
Government. The Cabinet began to consider the Report's 
recommendations early in 1962 when a draft bill was pre- 
pared and submitted for approval. However, before the 
Babine + had approved the bill in its final form, the govern- 
ment called the general election of June 1962. With the 
return of a minority Conservative Government, the Cabinet 
delayed further discussion of the transportation bill. As 
a result, the Diefenbaker Government never introduced the 
legislation into the House of Commons prior to its defeat 
in the House in February 1963. 

With the coming to power of the Pearson Government 
in April 1963, the recommendations of the MacPherson Royal 
Commission were again considered by the Cabinet. The 
government prepared two bills -- Bill C-120 and Bill cC-231. 
These two ae represented the two major federal policy 


inputs leading to the enactment of the National Transportation 
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Act. 

In the succeeding three chapters, an attempt is 
made to examine the policy inputs from Western Canada during 
the development of the federal policy. Specifically, the 
policy inputs from the provincial governments, from the 
Members of Parliament, and from the pressure groups from 
Western Canada are reviewed in separate chapters. Such an 
analysis facilitates a review of the consultative procedures 
employed by the federal govrnment during the enactment of 
the legislation and permits an assessment of the extent to 
which Western Canadian policy inputs were incorporated into 
the final policy output. | 

Before proceeding with the detailed analysis, it 
is necessary to outline the events surrounding the intro- 
Meetton of Bild C-120 and Bill C-231 into the. House: of 
Commons. A review of the provisions of these bills facili- 
tates an assessment of the extent to which the recommenda- 
tions of the Royal Commission, the provincial governments, 
the Members of Parliament and the pressure groups from 
Western Canada were incorporated into the final policy out- 
put. The chapter is divided into four sections. Section I 
outlines the events surrounding the introduction of the two 
bills into the House of Commons. The provisions of the two 
bills will be reviewed in Section II of the chapter. 
Section III reviews the extent to which the recommendations 
of the Royal Commission were incorporated into the legis- 


lation. The chapter concludes with an assessment of the 
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importance of Bills C-120 and C-231 as policy inputs into 


the decision-making process. 


SECTION I: EVENTS LEADING TO THE INTRODUCTION 


a 


OF BILL C-120 AND BILL C-231 


me Bill. C-120 

Bill C-120, An Act to amend the Railway Act, the 
Transport Act, and the Gane d ten National Railways Act, to 
repeal the Canadian National-Canadian Pacific fot: incorpo- 
rated many of the policy recommendations found in the Report 
of the Royal Commission on Transportation. While the bill 
was never enacted, it did provide the railways, the pro- 
vineial governments, interest groups and Members of 
Parliament with the opportunity to make representations to 
the federal government and to a Parliamentary Committee 
that examined the bill. Several of the recommendations pro- 
posed were incorporated by the federal government into a 
revised bill, Bill C-231, that was introduced into the 
House of Commons in September 1966. = Thus, Bill *¢-120 was 
an important policy input into the decision-making process 
leading to the enactment of the National Transportation Act 
1967. 

The events surrounding the drafting of Bill C-120 
commenced with the presentation of the Report of the Royal 
Commission on Transportation to the federal government in 
1961. As was indicated in Chapter VII, Volume I of the 
Report was presented in March 1961, with Volume II and Volume 


III being presented in December 1961 and July 1962 
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respectively. The Diefenbaker Government was under pres- 
sure from both the railways and the provinces to order 
legislation that would revise the provisions of the Railway 
Act dealing with freight rates, uneconomic passenger ser- 
vices, the Crow's Nest Pass rates, and the abandonment of 
rail lines. In 1959, the government had frozen all freight 
rate~increases pending the report of the Royal Commission. 
Consequently, the railways urged the government to implement 
the recommendations of the Royal Commission as quickly as 
possible. The railways recognized that the enactment of 
the major recommendations of the Report would free them 
from many of the legislative restrictions imposed on them 
under the Railway Act and would permit them to raise their 
rates without the necessity of first receiving government 
approval. The provincial governments urged the federal 
government to indicate at an early date what legislative 
revisions it planned to enact with regard to the Crow's Nest 
Pass rates and the abandonment of rail lines. “As a result; 
there was considerable pressure on the Diefenbaker Govern- 
ment from both the railways and the provincial governments 
to indicate the nature of the proposed revisions that would 
be enacted. 

A draft bill was prepared by the Diefenbaker 
Government that, in the opinion of Mr. Alvin Hamilton and 
Mr. J. W. Pickersgill, was almost identical to the provisions 


er Bill c-120.? The legislation prepared by the Diefenbaker 
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Government, while never introduced into the House of Commons, 
had been prepared by the fall of 1962. The legislation was 
referred to in the Speech from the Throne that opened the 
First Session of the Twenty-Fifth Parliament on september 27, 
1962. The reference made in the speech from the Throne to 
this legislation reads as follows: 3 

. . » In recognition of the important role of trans- 

portation in the Canadian economy, you will be asked 

to approve measures to give effect to recommendations 

of the Royal Commission on Transportation which has 

now completed its comprehensive analysis of the Cana- 

dian railway problem. These changes are intended to 

remove the need for general horizontal freight rate 

increases which have borne so heavily in the past 

upon certain areas and groups of producers. You will 

also be asked to provide for an extension of the 

- Freight Rates Reduction Act and the other interim by 

railway subsidies provided by appropriation. ... 

The Diefenbaker Government was apparently committed 
to introduce the legislation in the fall of 1962 or the 
spring of 1963. In Mr. Hamilton's view, opposition obstruc- 
tion prevented the government from introducing the 
Mteiation.> The government was in a minority position in 
the House of Commons at that time and the Cabinet was of the 
opinion that it would not be possible to have such a contro- 
versial and complex piece of legislation approved by 
Parliament. Mr. Hamilton characterized the events in Parlia- 
ment in the fall of 1962 that thwarted the efforts of the 
government to introduce the bill in the following manner: 

+ « « One of the most painful memories I have of 
that session, knowing the many hours that had been 
used in the preparation of this resolution, relates 


to my feeling at the time I read in the newspapers, 
as evidenced by the attitude here in this House, 
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that the opposition was determined not only that 
no estimates would go through, but no legislation. 
would be passed. One of the most devastating and 
determined efforts of the opposition to block 
legislation occured in the fall of 1962, and con- 6 
tinued at greater lengths than ever before. ... 

The statement made by Mr. Hamilton that the Con-~ 
servative Government had drafted legislation and that it was 
Prepared to present it to the House was confirmed by the 
Right Honourable John G. Diefenbaker. Speaking in the 
House of Commons on September 8, 1966, Mr. Diefenbaker con- 
firmed that his government had prepared legislation. In 
part, he said: 

» - « We had the legislation ready. It took some 
months to get that legislation ready, and in the 
fall of 1962 the undertaking was given that early 
in 1963 we would proceed with the legislation. 

We were defeated in the House, went to the country, 
“and a new government came into office. There was 


no delay or failure to take action for which we 
can be criticized, because we had to wait for 


reports. .. . 


There are many reasons advanced to explain the de- 
lay on the part of the Diefenbaker Government in introducing 
the railway legislation. No one of the reasons advanced 
‘fully explains the delay. A. W. Currie observed that the 
delay in implementing the recommendations of the MacPherson 
Royal Commission was due to a series of events between 1962 
and 1967 that were "chiefly associated with party politics". 
Mr. A. W. Platt suggested that the minority position of the 
government in the House of Commons was only one of several 
reasons for the delay on the part of the Diefenbaker Govern- 


ment.” For example, he suggested Mr. Diefenbaker was 
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disenchanted with the Report because it did not contain 
recommendations that would adequately protect Western Canada 
or eliminate many of the long-standing grievances such as 
horizontal percentage rate increases and long and short 

haul discrimination. 

It is extremely difficult to assess Mr. Diefenbaker's 
reaction to the report. He made no comments on the report 
when it was tabled in the House, and there is no record of 
any public statements made by Mr. Diefenbaker that pertain 
to the recommendations. Perhaps his reaction to the general 
theme of the report is revealed in a speech he made in the 
House of Commons on second reading of Bill C-231 on September 
8, me66.° During the course of the speech, he criticized 
many of the provisions of the bill that incorporated the 
central recommendations of the Royal Commission. For 
example, he questioned the provisions in the bill that were 
designed to protect those areas of the country where the 
Trailways were in a monopoly position. In addition, he crit- 
icized a policy that would enable the railways to levy 
freight rates within the general limits of a maximum and a 
minimum formula. Perhaps his opposition to the recommenda- 
tions of the report is implied in the following quotation: 

- « « There must be a body to control unjustifi- 
able increases in freight rates. Are we going 
to hand over to the tender mercies of Canadian 
National Railways and the Canadian Pacific Rail- 


way the right to say: This is what we are going 
to charge, we can get away with it because there 
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is no right of appeal or no effective appeal? 
They can charge whatever the traffic will 
bear. This is a proposition I cannot accept. 


A second explanation offered by Mr. Platt was that 
the initial reaction of federal civil servants in the 
Department af Transport to the recommendations of the Royal 
Commission was extremely negative. There was no communica- 
tion with the bureaucracy while the Commissioners were 
preparing their report and, as a result, Bre were not aware 
of the policy Rerenne nae atone being considered by the Royal 
Senmission. There was the belief among senior civil ser- 
vants that the implementation of the recommendations that 
would remove governmental regulations threatened the role 
of the bureaucracy in the implementation and enforcement of 
transportation policy. In Mr. Platt's view, the bureau- 
eracy's scepticism of the recommendations of the Royal 
Commission contributed to the delay in the preparation of 
the bill. 

A third explanation of the delay in introducing the 
legislation into the House of Commons was that the railways 
did not place pressure on the government to implement the 
recommendations of the Royal Commission as a result of in- 
creasing revenues from the movement of grain in 1961, 1962, 
and SVS eae As indicated in Chapter VII, the central thesis 
advanced by the railways in their briefs to the Royal Com- 
mission was that they would be unable to increase their | 


revenues as long as they were restricted in their ability 
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to meet the forces of competition. The upswing in the 
economy in the early 1960's, and in particular the increase 
in grain sales, increased railway revenues and no longer 
necessitated the immediate introduction of the legislation. 
Mr. Pickersgill did not accept the explanation that the 
railways had not placed pressure on the government to in- 
troduce the legislation. In his view, the railways had 
placed considerable pressure on him as Minister of Transport 
to introduce the lesigiabion. ac 

.A final explanation was offered by Mr. A. V. Mauro, 
legal counsel for the Manitoba Government during the enact- 
Ment of the National Transportation heen Mr. Mauro noted 
that at the same time that the transportation bill was be- 
fore Cabinet for discussion, the divisions within the 
Diefenbaker Government between Cabinet Ministers from 
Eastern and Western Canada had widened. The failure on the 
part of the Conservative Government to introduce the railway 
legislation, in Mr. Mauro's view, was a result of the in- 
ability of the Cabinet to reach agreement on the details of 
the legislation. The views of Mr. Hamilton, Mr. Diefenbaker 
and Mr. Churchill that Western Canada should receive greater 
protection under the terms of the legislation could not be 
“Teconciled with the views of Mr. Hees and Mr. Fleming that 
the recommendations freeing the railways from legislative 
‘restrictions should be implemented without delay. Perhaps 


these factors explain, in part, the delay in the introduction 
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of the legislation by the Conservatives. 

Prior to the defeat of the Diefenbaker Government, 
the Cabinet made a commitment to the three provincial 
governments in Western Canada, as well as to agricultural 
groups such as the Wheat Pools of Manitoba, Saskatchewan, 
and Alberta, that the legislation would be introduced in the 
spring of 1963.7? However, with the defeat of the govern- 
ment and the coming into power of the Liberal Government, 
the introduction of the bill was further delayed pending a 
detailed examination by the new Cabinet. In September 1964, 
legislation that was almost identical to the legislation 
prepared by the Diefenbaker Government was introduced into 
the House. In summary, these are the events leading up to 
the introduction of Bill C-120. 

| Bill C-120 was introduced into the House of Commons 
by the Honourable J. W. Pickersgill, Minister of Transport, 
on September 14, 1964. This was agonnolionee ty two and one- 
half years after the Royal Commission had presented its 
Report. Arter a one-day debate on the resolution preceding 
the introduction of the bill, it was given first reading. 
There was no debate on second reading. All the political 
parties in the House of Commons had agreed at a meeting of 
“House Leaders to the unusual procedure of giving the bill 
second reading without debate. The subject matter of the 
bill then would be referred to the Standing Committee on 


Railways, Canals and Telegraph Lines for detailed study. 
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The government had indicated to the House Leaders 
that the provisions of the bill were subject to revision and 
that the House should not proceed any further with the bill 
until all interested groups had the opportunity to present 
their views to the Parliamentary Committee. The Parliamentary 
Committee held hearings spanning a six-week period at which 
time representations from the railways, the Department of 
Transport and other interested groups were heard. The pro- 
Vincial governments from the three Prairie Provinces drafted 
a joint statement outlining their views with regard to the 
provisions of the bill. However, by the time the brief was 
in final form, the Parliamentary Committee had discontinued 
its hearings. heir views were communicated informally to 
both the Minister of Transport and to the members of the 
Parliamentary Committee that had examined the bill. The 
Committee never prepared a final report and the bill died son 
the order paper. 

In his opening remarks to the House of Commons on 
the resolution preceding the introduction of the bill, the 
Honourable J. W. Pickersgill outlined the government's 120 
tentions regarding the enactment of the ae He noted 
that the government realized that there was not adequate 
time in the current session of Parliament to enact such a 
complex and intricate piece of legislation. The government 
Was cognizant of the fact that the railways, the provincial 
governments and other interested groups were most anxious 


to make representations to the federal government. As a 
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result, the government recommended that the bill be ee orred 
at an early date to a Parliamentary Committee at which time 
‘interested parties could present evidence to the Committee. 
Mr. Pickersgill assured the House that the provisions of the 
bill could be altered and that the government would be will- 
ne tO make revisions in the legislation if they considered 
them to be in the public interest. In Mr. Pickersgill's 
view, the government "could not be all wise about as diffi- 
Bult.and complex a subject as this, and certainly the govern- 


zat While Mr. Pickersgill's 


ment does not intend to be". 
actions appeared to be somewhat unconventional in 1964, the 
use of the White Paper. and draft bills by the Trudeau 
Government since 1968 has made the practice of submitting 
proposed legislation to a Parliamentary Committee for review 


and study a more conventional procedure for governments to 


18 
follow. 


Meee rill) C-231 

Bill C-231, An Act to define and implement a 
national transportation policy for Canada, to amend the 
Railway Act and other acts in consequence thereof and to 
enact other consequential provisions ,-? was the second policy 
input of the federal government into the decision-making 
process leading to the enactment of the National Transporta- 
tion Act. There were only minor amendments made to the 


original provisions of the bill during the debate in the 


House of Commons and in the Parliamentary Committee that 
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examined the bill. Those amendments that were accepted by 
the government did not alter the basic philosophy of the 
mmeeenol change its basic provisions. Thus, Bill c-231, 


with minor amendments, became the National Transvortation Act. 





After a short debate on the resolution preceding 
the introduction of the bill, it was given first reading on 
August 29, T9660» The six-day debate on second reading 
concluded on September 8, 1966. During the debate, Members 
of Parliament had the opportunity to debate the general 
principles of the bill. Several members from Western Canada 
urged the government to send the bill to a Parliamentary 
Committee for detailed study before second reading. They 
noted that once the bill had passed second reading this in- 
dicated that the House had accepted the general principles 
found in the bill. Western Members of Parliament, such as 
the Honourable Gordon Churchill, Mr. Dean Gundlock, and the 
Honourable Alvin Hamilton, indicated that they were opposed 
to having the House of Commons approve the general principles 
of the bill before the provinces and interested groups had 
the opportunity to make representations to the government 
Outlining their renee Despite these attempts on the part 
of the Opposition, the bill was given second reading and 
‘sent to the Standing Committee on Transport and Communica- 
tions. The bill passed second reading without a recorded 


vote. 
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The Transport and Communications Committee held 
hearings on Bill C-231 from October 6 to November 24, 1966. 
During that time, representatives from the railways, from 
the provincial governments, and from various pressure groups 
presented briefs. The Committee prepared their report for 
the House of Commons on November 24, 1966 and it was debated 
in the Committee of the Whole House on December 20 enidiali 
1966 and from January 9 to January 26, 1967. The Committee's 
report was approved by the Committee of the Whole House on 
January 26, 1967 and the bill was given third reading on 
January 27, 1967. After a short debate in the Senate, the 
bill was given Royal Assent on February 9, 1967. 

The events surrounding the introduction of Bill 
C-231 commenced eerie hearings of the Parliamentary Com- 
Mittee that studied the provisions of Bill C-120. The 
Committee did not prepare a final report for consideration 
by the House of Commoris and there was no further legislative 
action. Bill C-120 had died on the order paper when the 
House of Commons was dissolved and a general election called 
by Prime Ministér Pearson in October 1965. 

In July 1965, the Premiers of the three Prairie 
Provinces met with Prime Minister Pearson and the Honourable 
J. W. Pickersgill to consider Western Canadian grievances 
regarding the noosa Of Bill sC—120 sand sto sdasouge the 
provisions of a revised Pang = Between October 1965: and 


August 1966, there were numerous discussions between federal 
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and provincial transportation officials regarding proposed 


amendments to Bill c-120.°? 


The nature of these discus- 
‘sions will be outlined in detail in the next chapter. 
Emerging from these discussions was the decision by the 
federal government to broaden the terms of reference of the 
revised bill by developing a national transportation policy 
_for Canada encompassing all modes of transport. The pro- 
Visions of Bill C-120 were merely a series of amendments to 
the Railway Act incorporating many of the recommendations 
of the Royal Commission on Transportation. While the original 
bill contained references to the goals and objectives of 
transportation policy as it pertained to railways, there 
was no attempt to develop a comprehensive transportation 
policy encompassing all modes of transportation -- air, 
water, vehicular and commodity pipelines. The provisions 
of the revised bill not only established the rules and 
regulations governing the operation of these modes of trans- 
port, but also provided rar the establishment of the 
Canadian Transport Commission -- a regulatory board that 
would assume the regulatory powers exercised by the Board 
of Transport Commissioners, the Air Transport Board, and 
the Canadian Maritime Commission. Clearly, the inclusion 
of these two provisions in the legislation were significant 
additions to the original provisions of Bill C-120. 


The enactment of a national transportation policy 


encompassing all modes _of transportation had been proposed 
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by several Members of Parliament during the Parliamentary 
Committee's hearings on Bill C-120 and by the Breeeiee of 
Saskatchewan in its brief to the Royal Commission on Trans- 
portation. Mr. Pickersgill supported their contention that, 
if the central philosophy of the MacPherson Royal Commission 
was to be implemented, the terms of the legislation could 
not be confined exclusively to one segment of the trans- 
portation industry --. the railways. As a result, Mr. 
Pickersgill persuaded his colleagues in the Cabinet to ac- 
cept the provisions of a revised bill that would establish 
a national transportation policy that encompassed all modes 
of Se By August 1966, the federal government had 
finalized the provisions of the bill and it was introduced 
into the House of Commons. 

In August 1966, the House of Commons was called 
into emergency session to deal with a national railway strike. 
From August 29 to August 31, the House of Commons considered 
the Maintenance of Railway Operation Act. With the enact- 
ment of this legislation on August 31, the railway workers 
returned to work on the basis of a settlement imposed by 
Parliament. Thus the atmosphere in the House of Commons was 
very tense when Mr. Pickersgill introduced Bill C-231 on 
‘August 29. Many Members of Parliament accused the Minister 
of using the crisis atmosphere surrounding the railway strike 
to pressure the House into passing the bill with little or 


25 


no debate. In particular, Members of Parliament from 
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Western Cdnada were suspicious of Mr. Pickersgill's strategy. 


They accused the Minister of attempting to link the legis- 


lation settling the railway strike with the provisions of 
Bill C-231. Western Members of Parliament reasoned. that. 1. 
the government introduced the National Trans ortation Act in 
a crisis atmosphere, and indicated to the general public 
that the enactment of this legislation would ensure that in 
the future such actions on the part of the railways would 
not occur, the Opposition would have te alternative but to 
enact the legislation after limited debate. Perhaps Mr. 
Gordon Churchill typified the negative reaction to Mr. 
Pickersgill's entice in the following excerpt taken from 
his speech in the House of Commons during the debate on 
second reading: 


- . » He [Mr. Pickersgill] considered that this 
would be a great opportunity, with the house meeting 
under urgent conditions, to compel or urge the House 
of Commons to pass in double quick time his pet 
Pet — tis One on transportation -—, and linking it 
up with the railway strike to give the idea across 
the country that the two bills went together, and 
that one could not pass without the other. Then 
the House of Commons, seized of this urgency, would 
immediately pass those bills, and the minister would 
Pemveory Nappy « «+5 

ross lt. therecig one, bill that; should not_be 
classed as instant legislation, it is the bill pre- 
sently before us. It has taken the government years 
to prepare it. It has taken the present minister 
over two years to get it ready. Its ramifications, 
as pointed out by many speakers, are profound and 
will affect our country for many years to come. 

This is not a bill which should be subjected to 26 
Hhis- new fangled idea ‘of instant legistation. ... s-. 
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In his opening remarks to the House of Commons 
during second reading, Mr. Pickersgill traced the origins of 
the bill from the Royal Commission on Transportation to the 


27 


Parliamentary Committee hearings in 1965. He noted that 
the government had made many revisions in the provisions of 
Bill C-120 with the most important being the development of 
a national transportation policy that included all modes of 
transport and the establishment of the Canadian Transport 
Commission. Mr. Pickersgill emphasized on several occasions 
that the provisions of the bill outlining the goals and ob- 
jectives of transportation policy, the creation of the 
Canadian Transport Commission, and the provisions of the 
legislation pertaining to railways were the most important 
features of the bill. 

During the course of his speech, Mr. Pickersgill 
appealed to the House for a non-partisan approach on the 
part of Members of Parliament when considering the provisions 
of the bill. He urged the Members to consider the national 
implications of the bill and warned them not to evaluate 
the bill on the basis of particular or regional interests. 

Given the minority position of the government in the House 
of Commons and the opposition from Western Canada to many 
mot the provisions of the bill, Mr. Pickersgill's appeal to 
the House to consider the national implications of the 
legislation was apparently an attempt on his part to defuse 


regional discontent with particular provisions of the bill 
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and to focus attention on its national implications. 
Finally, the Minister reiterated the government's wild ihe- 
ness to accept amendments to the bill proposed by Members 
of Parliament, provincial governments, and pressure groups. 
Mr. Pickersgill summarized the government's position on 
this issue in the following manner: 


seeolLeaornot- think the bill “is perfect. As”a 

matter of fact I found a typographical error 

onby today.® Ivdo not‘think-it-is’ only typo- 
peaphical errors that will’béefound in it.) I 
‘think it will be found in the committee that 
there are a lot of improvements which can be made 
memene detalii, andl think itis just as well for 
me to enter this caveat now. I will not consider 
that I am retreating, even if the hon. member for 
Carleton is able to produce a better idea than I 
Maye, ana lL accept his rather than mine. I will 
simply consider I am wise enough to use his esti- 
mable brain. I may say that I only use the hon. 
gentleman as an example... .28 


pectiON Ii: THE PROVISIONS OF BILLS 
C-120 AND C-231 


Section II of the chapter is devoted to a review 
of the major provisions of Bill C-120 that pertain to freight 
rates, and to a comparison of the provisions of Bill C-120 
with the provisions of Bill C-231. Speaking in the House 
of Commons during the debate on the resolution preceding 
the introduction of the bill, the Honourable J. W. Pickers- 
‘gill characterized the bill as being revolutionary in nature. 
The railways were no longer in a monopoly position in most 
areas of Canada, thus the tent restrictions that had 
limited the ability of the railways to compete in the past 


could be removed. The forces of competition, in Mr. 
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Pickersgill's view, would govern the operation of the 


transportation system, except in those areas where there 


was no effective competition between the various modes of 


transport. The general philosophy of the bill was sum- 
marized by the Minister in the following manner: 
Wee. @ne philosophical basis, if ‘one wants to 
put it that way, of the legislation is that the 
railways now, in the main in most spheres, be- 
ing subject to competition from other forms. of 
transport, should be free to compete for busi- 
ness with other forms of transport, but with 
Baue refard to the national interest. ... .29 
1. The Provisions of Bill C-120 
The provisions of the bill dealt with issues such 
as compensation to the railways for maintaining uneconomic 
passenger services, the criteria for the regulation of 


freight rates, branch line abandonments, the Crow's Nest 


Pass rates, and subsidization of light density lines. While 


the bill outlined the objectives of transportation policy, 


there was no suggestion that a super regulatory board be 


ereated.: In summary, the bill was a series of amendments 


‘to various federal statutes designed to implement the recom- 


mendations of the Royal Commission on Transportation. Those 


sections pertaining to the objectives of transportation 


policy and to the criteria for the determination of freight 


30 


rates will be isolated for particular attention. 
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seit 
A. The Goals of National Transportation 
Rolisy 

Clause I of the bill. outlined the goals of national 
mransportation policy by noting that the first objective was 
the development of an efficient and competitive transporta- 
tion system. Each mode of transport should be free to 
compe te mith other modes of transport except in those areas 
where a transportation monopoly was in existence. With re- 
gard to the railways, governmental regulation was not to 
limit the ability of Shap tea iaae: to compete with other modes 
of transport. Each mode of transport was, as far as practic- 
able, to pay the costs of the services provided. Those 
Services performed in the public interest, as a result of a 
government directive, were to be subsidized from the public 
meeasury. it is clear that the objective of transportation 
policy was the development of an efficient and competitive 
transportation system where the forces of competition would 
be free to shape the industry. The "national unity" aspects 
of transportation policy received little or no emphasis 
m@ecepu for references to governmental regulation in areas 
of monopoly and compensation for services imposed by 


statutory regulation. 


B. Legislative Provisions for the 
Determination of Freight Rates 


The legislative provisions outlining the criteria 


for the determination of freight rates are found in Sections 
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Begi2o, 329, 334 and 335. The guiding philosophy of 
these sections of the bill was that existing pach CP CR: 
the Railway Act such as "unjust discrimination", "undue 
preference", and the policy of Bea Tieet on of frei cht 
rates” were no longer relevant as criteria for the deter- 
mination of rates. While these criteria were meaningful 
when the railways were in a monopoly position, they imposed 
obligations on the era that restricted their ability 
to compete with other modes of transport. 

All references to "unjust discrimination" and to 
‘undue preference" were removed from the Railway Act and 
the railways were free to set rates within the general 
limitations of a maximum and a minimum formula. In addition, 
the traditional principle governing the establishment of 
Bee icht rates, the "value of service" principle, was re- 
Placed by the "cost of service" principle. The railways 
would no longer determine their rates on the basis of "what 
the traffic could bear". In the future, rates would be cal- 
culated according to the fixed and variable costs involved 
in moving a good from point A to point B. The enactment of 
these provisions of the legislation pertaining to freight 
rates would have marked a fundamental change in the philo- 
-Sophy underlying railway legislation. 

Section 334 of the bill established the criteria 
for the determination of minimum eee for rates. This 


provision constituted one of the two general limitations 
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placed on the railways in the determination of rates. In 
essence, this section deer eattne all rates must be com- 
pensatory -=- i.e. that the minimum rate levied by a railway 
must meet the variable cost of moving the good from point A 
to point B. In determining whether or not a rate was com- 
pensatory, the Board of Transport Porieei ater was directed 
to consider factors determined by the. Board to be relevant 
in the calculation of variable costs. The Board, after in- 
vestigation, could disallow freight rates that were not 
compensatory. In addition, complaints could be brought to 
the Board with regard to the compensatory nature of a rate 
and, if the complainant presented prima facie evidence to 
prove that the rate was not compensatory, the Board would 
initiate an investigation. On the basis of the evidence 
presented, the Board would rule on the compensatory nature 
-Of the rate. 

Section 335 was designed to establish the maximum 
permissible level for freight rates, and to provide protec- 
tion to those areas of the country where monopoly conditions 
were in existence. Briefly stated, a shipper, after negoti- 
ating with the railway in an attempt to obtain a satisfactory 
rate, could apply to have the rate fixed by the Board if 
there were "no competing transportation facilities available 
to him". After investigation to determine whether the 
Shipper was truly captive of the railway, the Board could 


set a rate for the movement of the goods equal to the 






- ’ — 
7 Jy 4 7 
te a 
} “ 
- ‘ 
’ a /- 
; >" 
“7 
3 1 
‘ rh DLC 
; ~ i 
i“ = 
> oe i 
m =~ f 4 hd ihe 
+ * 
= ¢ ne rr) = 
* 
:.. ( 
= Ta 
I - 
6° a 
* a > 
- 5 . 
- 5 t ~ » b 
% — 4 
* 4 ~~ a \ « & ‘ 
' a = ‘ > 7 a as a . ~ ‘ i &<€ # 
Ie OSseoLioe = ; a <a% i a A = FA SEs | “a 


+S) Does quer yd: Leekt stez ee wat of Ylqgey hie 
Sistine Hl#1 btowt uabtaere aoe phy 


a 
5 7 
ra . per eee Seidel, 


i) 
Oay, - 








38h, 


variable cost of moving the good plus 150% of the variable 
cost. In determining the variable cost of moving the good, 
the Board was directed to calculate the cost on the basis 


ah If the shipper accepted 


Of carloads of 30,000 pounds. 
jhe rate set by the Board, he was obligated to transport all 
his goods via that railway for a one-year period. After 

the one-year period had elapsed, the agreement could either 

be re-negotiated or cancelled. This clause came to be known 
as the "captive shipper" clause. 

Sections 334 and 335, establishing the Oe ay oe 
Minimum levels for rates and the provisions designed to pro- 
tect the "captive shipper", were the two key clauses of the 
new bill pertaining to freight rates. These two provisions 
of the bill reveal the extent to which legislative restric- 
tions on the railways had been removed. 

Section 317 stipulated that if an act or omission 
on the part of one or more of the railways "prejudicially 
affects the public Grete: in respect of railway trans- 
portation", the Governor-in-Council was free to initiate he 
inquiry under the terms of the Inquiries Act. This was per- 
haps the most general power given to either the Cabinet or 
to the Board of Transport Commissioners to eee unea ce freight 
‘Tates, and most closely approximated the traditional legis- 


lative restrictions that had been placed on the railways in 


the past. 
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Sections 328 and 329 dealt with the Crow's Nest 
Pass rates on the movement of grain for export. The lower 
rates on the movement of grain and flour for export through 
the Ports of Fort William and Port Arthur, as stipulated by 
the Crow's Nest Pass Agreement of 1897, were guaranteed in 
Section 328(1) eaaue bill. In addition, the rates on the 
movement of grain through the Ports of Vamcouver and Prince 
Rupert were included in the ae Rone of this section. 
Originally, the lower rates to these ports had been prescribed 
by an order of the Board of Transport Commissioners in 1927 
and could have been amended by the Board at any time. “with 
the inclusion of these: rates in Section 328(2), they could 
only be amended by an Act of Parliament. 

Section 329 authorized the payment of a subsidy to 
the railways to compensate them for losses incurred in the 
movement of grain for export. The railways were to receive 
a grant equal to the difference between the revenues received 
and the variable costs incurred in moving the grain. The 
exact amount of the subsidy was to be determined by the 
Board. To compensate the railways for the "constant costs" 
involved in handling and moving the grain, the Canadian 
National Railways was to receive an annual sum of oie 
Million, while the Canadian Pacific Railway was to receive 
asum of $9 million. The payment of this subsidy was con- 
ditional on the railways not increasing the level of the 


rates levied on grain and grain products as of January dr 
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1964. However, the subsidy to offset the "constant costs" 
in moving the grain and grain products was to be meoneed 
when the revenues from the movement of the grain exceeded 
Variable costs. Five years after the enactment of the bill, 
the Board of Transport Commissioners was directed to examine 
the "constant costs" of the Canadian National and Canadian 
Pacific Railways, and make recommendations to the Cabinet 
with regard to changes in the formula: forthe payment of 
subsidies. 

-The rates for the movement of grain by rail to 
Atlantic and Eastern parts, from inland points between Fort 
William and Prescott, Ontario, were to be maintained at the 
level applicable on April 1, 1964. The government was ob- 
ligated to subsidize the railways for losses incurred in 
Mhe movement of the grain in this area. These were the 
major provisions of the bill pertaining to rates levied on 
the movement of grain. 

Section 45A of the bill established additional pro- 
visions for appealing a decision rendered by the Board. In 
the future, the Board could hear representations from pro- 
Vineial and municipal governments, as well as from pressure 
groups, on matters in which the party was not considered, in 
a legal sense, to be one of the "interested parties". This : 
provision would permit provincial governments to make repre- 
sentations to the Board on behalf of a party that was 


| Presenting a formal appeal to the Board. It provided an 
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additional opportunity for the provinces to make their views 
known to the Board. The decision to permit imeeraated par- 
meres tO present evidence, however, was left tothe discretion 
@eecne Board. The inclusion of this ner leno could have 


limited the effectiveness of this clause. 


C. Costing Regulations and Procedures 


The adoption of a cost-oriented rate structure 
necessitated that adequate costing regulations be developed 
that would outline the components of fixed and variable 
costs. The task of developing such regulations was given to 
the Board of Transport Commissioners. The -billsdid, however, 
outline certain factors, in Sections 387A, BO7B, and 3076, 
that the Board was to take into account in the determination 
of the costing regulations. 

Section 387A directed the Board to consider allow- 
ances for depreciation and whether or not money expended by 
the railways was borrowed money, when calculating fixed and 
Variable costs. When the costs of a portion of a particular 
operation were to be Heterni neds the costs involved for the 
entire undertaking, that were considered to be reasonable 
by the Board, could be included. Costs for future operations 
were to be estimated by the Board. 

The determination of costs by the Board was final 
and they were binding on all parties. All costing regula- 


tions were to be published in the Canada Gazette thirty days 
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prior to their implementation. During that time, any person 
wishing to appeal the regulations could make Peo nanitaeecdtar to 
the Board. 

Finally, Section 387C stipulated that the Board of 
Transport Commissioners could not release confidential cost- 
ing information to the general public in such a manner that 
it could be used by any other person. In summary, these are 
the relevant sections of Bill C-120 that outline the criteria 
for the determination of costing regulations and the criteria 
for the determination of freight rates. 


2. The Provisions of Bills C-120 and 
C-2 = -- A Comparison 


As Objectives of Transportation Policy 


One of the major additions to the Provisions of 
Bill C-231 was that the bill Simca veel the goals and objectives 
for a transportation policy encompassing all modes of trans- 
port. The provisions of Bill C-120 had merely applied to 
One mode of transport -- the railways. Despite changes in 
the phraseology of Bill C-231, designed to ensure that 
these goals and objectives would apply to all modes of trans- 
port and not only to the railways, the major goal of an ef- 
ficient and competitive transportation system where the user 
es the cost of the services provided was not amended. The 
development of a national transportation policy and the cre- 
ation of the Canadian Transport Commission accommodated in 


large measure the demands made by Members of Parliament and 
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by some of the provincial governments. : For example, the 
Saskatchewan Government had proposed, in their brief to the 
‘Royal Commission on Transportation, the development of a 
national transportation policy and the establishment of a 
super regulatory authority designed to regulate all modes of 
7 i 


transport within federal Surisdiction. This proposal was 
supported by Members of Parliament from the New Democratic 
Party, such as Mr. D. Fisher, and by farm groups in Western 
Canada such as the National Farmers’ ieee 

-As will be noted in greater detail in succeeding 
chapters, the minor amendments made by the federal government 
did not accommodate the amendments proposed by the Western 


2D 


Canadian provinces in their brief to the Cabinet. lena 
example, the federal government amended the wording of the 
clause outlining the objectives of the transportation system 
om "an efficient, balanced and fully adequate transporta- 
tion system" to "an economic and efficient transportation 
eee” .2° This amendment did not, however, accommodate the 
demands of the Prairie Provinces that references to the 
elimination of discriminatory practices on the part of the 
railways be declared an objective of transportation policy. 
The amendment that all modes of transport be treated equally: 
proposed by the Canadian Industrial Traffic League, was not 
included in the provisions of the amended bill. In summary, 


the major amendments proposed by Western Canadians, designed 


to place ereater emphasis on the national unity aspects of 
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transportation policy, were not accepted by the federal 


government. 


| B. The Crow's Nest- Pass ‘Rates 

The only amendment to those provisions of the bill 
dealing with the Crow's Nest Pass rates was the deletion of 
that provision in Bill C-120 that obligated Parliament to 
Pay an annual grant of $7.3 million to the Canadian National 
Railways, and a grant of #9 million to the Canadian eee 
ei way to compensate the railways for the "constant costs" 
incurred in moving grain for export. The new provisions of 
the bill merely obligated the Commission to review, three 
years after the i ey a of the bill, the revenues and 
losses incurred by the railways on he movement of grain 
for Mort. ina, report to the Governor-in-Council three 
Pars after the enactment of the legislation, the Commission 
was to indicate the amount that should be paid to the rail- 
ways to compensate them for their losses. The Governor-in- 
Council, however, was not obligated to accept the figures 
prepared by the Canadian Transport Commission. 

The sapetuettiniet= had requested that all references 
Obligating the government to pay an annual subsidy to the 
Brvays be removed from the legislation. While they were 
Successful in having this provision removed from the bill, 
the federal government did retain a review procedure to 
determine the actual losses incurred by the railways. Thus, 


the provinces had only limited success in revising the 
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provisions of the bill pertaining to the Crow's Nest Pass 
rates. | 
During the debate on second reading of Bill C-231, 
Mr. Pickersgill explained that the dissatisfaction in Western 
Canada with the provisions of the bill that would awiigtte 
Parliament to pay an annual subsidy to the railways had 
forced the government: to reassess LUSSpost bron or “that Ussue. 
He indicated that the government should not have included 
this provision in Bill C-120. However, he iondvided the re- 
tention of the review procedure in the bill on the grounds 
that the Canadian Transport Commission Couey pr epareya "com— 
prehensive costing study to determine actual losses incurred 
in the movement of grain for export. He assured the House 
that this review procedure was not the first step leading to 


the elimination of these rates. 


C. Rate Regulation 


There were several amendments made regarding the 
criteria for the determination of rates. The amendments 
to each section of the bill will be considered separately. 

1. Section 317 - the public interest 

clause 

The provisions of this section of Bill C-231 varied 
considerably from those found in Bill C-120... For example, 
under the provisions found in Bill C-120, the Governor-in- 
Council could initiate an inquiry into any act on the part 


of the railways that was considered to be detrimental to the 
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public interest. However, the provisions of the new bill 
were such that any person wo believed that an action on 

the part of the railways would "prejudicially affect the 
Public interest" could apply to the Genadian Tranaport Com- 
mission for leave to appeal the action. If the Commission 
_was satisfied that a prima facie case had been established 
by the appellant, the Commission could investigate the com- 
plaint. The Commission was directed, when conducting its 
investigation, to consider allétrelevant" matters. In par- 
ticular, the Commission was to consider whether the action 
of the railway created "an unfair disadvantage beyond that 
which may be deemed to'be inherent in the location, scale 

Of operation or volume and type of traffic" and whether the 
control or interests of a railway company in another mode 

of transport was responsible for the action on the part of 
the iways: If the Commission determined that such an act 
on the part of the railways "prejudicially affected the pub- 
Bic interest”, it could order that such action on the part 
of the railways be terminated. 

The Western provinces, as well as numerous pressure 
groups from Western Canada, had recommended that the pro- 
visions for an appeal to the Governor-in-Council be eliminated 
and that an appeal to the posed of Transport Commissioners 
be instituted in its place. This recommendation was incor- 
menaced into the provisions of the bill. It should be noted 


that the-bill was amended by the Parliamentary Committee in 
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such a way that Section 317 became Section 16 of the final 
act passed by Parliament. 
2. Section 334 - minimum rate 
: formula 

There were no changes made in the provisions of Bill 
' C-231 with regard to the minimum rate formula. The provinces — 
had recommended that a rate should be considered to be com- 
pensatory if the rate, including any subsidy paid by the 
federal government, equalled the variable cost of moving the 
good from point A to point B. | 

3. Section 336 - maximum rate 

formula 

The provinces had proposed substantial amendments 
to the maximum rate formula; however, the amendments incor- 
porated into the provisions of Bill C-231 did not accommodate 
the provinces’ major criticisms of the formula. While the 
eriteria used to determine whether a shipper was captive 
Within the meaning of the Act was amended to read "no al- 
ternative, competitive and effective service", the Commission 
was given no guidance in determining when “no alternative, 
effective and competitive service" did in fact exist. The 
provinces had recommended that the difference between the 
variable cost of moving the good and the rate levied for the 
movement of the good would be one indication of when such a 


service did exist. 
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The 150% - 30,000 pounds provisions of the formula 
were not altered by the federal government despite the pro- 
tests registered by the provincial governments. The 
provinces had proposed that rates on the eee ent of goods 
of more than 30,000 pounds be reduced by 50% of the variable 
cost of moving the good. The federal government amended the 
bill to provide for a 50% reduction on goods weighing more 
than 50,000 pounds. Finally, the provision in the legisla- 
Mleeiprovidine for a five-year delay before the formula came 
into effect was reduced to three years in the revised vill. 

The only new provision found in Bill C-231 was the 
inclusion of a clause obligating the Canadian Transport 
Commission, five years after the bill was enacted, to under- 
take a study assessing the impact of the maximum rate 
formula on the freight rate structure. In summary, the pro- 
posals advanced by the provincial governments to have the 
provisions of the maximum rate formula amended in such a 
Manner that they provided more protection to shippers and 
consumers in Western Canada were unacceptable to the federal 
Beene nt. The amendments that were accepted by the 
federal government did not alter the provisions of the bill 
in any significant way. 

In addition to amendments to the maximum rate for- 
mula, the provinces had proposed a series of recommendations 
that would have left criteria for the determination of rates, 


such as "unjust discrimination", "undue preference", and 
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the policy of “equalization of rates", in the Railway Act. 
In addition, they proposed amendments that would have 
strengthened these legislative provisions. The federal 
government accepted the recommendation of the Royal Commis- 
sion on Transportation that criteria such as "unjust 
discrimination": were not compatible with a cost-oriented 
rate structure and with a maximum and minimum rate formula. 
Thus, the proposal of the provinces that the traditional 
criteria be retained was mejected. . in short, the provincial 
governments had little or no success in having their views 


accepted by the federal government. 


D. Costing Procedures 


There were only minor amendments to the provisions 
of Bill C-231 pertaining to costing regulations. For 
example, when determining variable and fixed costs, the 
Canadian Transport Commission was directed to consider the 
costing studies and techniques developed by the Royal Com- 
mission on Transportation. If the costing regulations 
issued by the Commission were challenged, the Commission. 
‘could hold hearings at which time interested parties could 
make representations. The provinces had proposed a recom- 
mendation that would have obligated the Commission to hold 
public hearings when the costing regulations were challenged. 
Finally, the clause restricting the Commission from releas- 
ing confidential costing material obtained from various firms 


and industries was not amended when the revised bill was 
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drafted as had been proposed by the provinces. 


Fee Cone hus Ton 

A comparison of the provisions of Bill 0-120 with 
those of Bill C-231 indicates that there were only minor 
revisions incorporated into the provisions of Bill C-231. 
The Meme, philosophy of the bill and the provisions de- 
Signed to implement that philosophy remained unchanged. For 
example, the minor amendments to those sections of the bill 
outlining the objectives of transportation policy, dig: not 
incorporate the recommendations proposed by Western Canada 
that greater emphasis be placed on the national unity aspects 
Of transportation policy. The amendments to those sections 
of the bill outlining the criteria for the determination of 
fates did not alter the provisions of the maximum and mini- 
mum rate formulae ae did not re-establish traditional 
principles such as "unjust discrimination" as criteria for 
the determination of rates. The removal of the provision 
in those sections of the bill pertaining to the Crow's Nest 
Pass rates that granted an annual subsidy to the railways 
did not affect the status of those rates. Finally, the 
amendments to those provisions of the bill that established 
the criteria for the determination of costing procedures did 
not obligate the Canadian Transport Commission to release 
costing information obtained from the railways, and did sisi 


substantially revise the procedures to be used in developing 
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3G 
costing regulations that were outlined in Bill C-120. 


SECTION III: THE RECOMMENDATIONS OF THE ROYAL 


perenne 


A comparison of the provisions of Bills C-120 and 

C-231 with the recommendations of the Royal Commission on 
Transportation reveals the extent to which the recommenda- 
tions of the Commission were incorporated into the legislation. 
The Honourable J. W. Pickersgill summarized the importance 
of the recommendations of the Royal Commission in the draft- 
ing of the legislation in his opening statement to the House 
Saecommons on the provisions of Bill G-120; 

me « When -the present government iwas faced with the 

problem of deciding what if anything should be done 

about this problem - and it certainly called for 

some drastic action - the recommendations [of the 

Royal Commission] in the main have commended them- 

selves to the government, and in the main we are 

proposing to ask Parliament to translate those 

Becommendations into legislation, if the House is 

willing to accept this resolution and to pee the 

government to bring forward a bill... .38 

A review of the provisions of the bills supports 

Mr. Pickersgill’s statement. For example, the recommendations 
Placing emphasis on the forces of competition as the guiding 
principle governing the operation of the industry, and the 
objective of promoting the development of an efficient trans- 
portation system, where the user pays the cost of services 
provided, were taken directly from the Report of the Royal 
Commission. The compensation of various modes of transport 


for providing services in the "public interest", and the 


failure to emphasize the "national unity" aspects of 
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transportation policy, further illustrates that the basic 
philosophy of the Report of the Royal Commission was ac- 
cepted by the government and incorporated into the bill. 

the «sections: ofthe. bil. establishing the Korwienia 
for the determination of rates further strengthens the con- 
tention that the government accepted many of the. Commission's © 
recommendations. The adoption of .a cost-oriented rate struc- 
ture, the removal of legislative restrictions on the railways, 


and the inclusion of a maximum and a minimum formula for 


_the determination of rates were taken directly from the 


Report of the Royal Commission. The notion of the "captive 
shipper" and the need, to protect certain regions of the 
country from the monopoly position of one mode of transport 
waS one of the central recommendations of the Commissioners. 
The 150% - 30,000 pounds provisions, found in Section 335, 
as well as the provisions outlining the procedure for a 
Shipper to declare himself to be captive of a particular mode 
of transport, were also taken directly from the Report. 
There es however, one crucial difference between 
the recommendations of the Royal Commission and the provis- 
ions of the bill with regard to the status of the captive 
Shipper. The Commissioners recommended that any shipper 
could declare himself to be captive and could apply to the 
Board to have a rate fixed for the movement of his goods. 
The Board was obligated to provide that rate to the shipper. 


Under the provisions of the legislation, any shipper could 
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apply for captive shipper status, but the Board was not ob- 
ligated to grant the shipper that status. After investigation, 
the Poerd could declare a shipper to be captive if there was 
sufficient evidence to prove that the oer was in fact 
"captive" within the meaning of the bill. The Bane eee 
explained on several occasions its reasons for rejecting the 
recommendation of the Royal Commission that any shipper 
should be permitted to declare himself to be "captive" and 
apply to the Board of Transport Commissioners for a fixed 
rate. The government rejected this argument on the grounds 
that only those shippers who were truly "captive" of one 
mode of transport should be in a position to appeal to the 
Board for protection. The government expressed the view 
that, if the onus was left on the shipper to declare him- 
self to be captive, many shippers who were not truly "captive" 
would apply for protection.>” 
The captive shipper clause was the subject of much 
criticism by pressure groups and by the Governments of 
Manitoba, Alberta, and Saskatchewan at the hearings of the 
Parliamentary Committee that studied the bill. Despite 
revisions in the recommendations of the Commission regarding 
the "captive shipper", it is evident that the majority of 
the recommendations were incorporated into the provisions 
of the bill outlining Tieden cen for the determination of 


rates. 
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The emphasis on the development of adequate costing 
procedures found in the various sections of the bill is also 
found in the recommendations of the Royal Commission. As 
indicated in Chapter VII, both the Commissioners and the 
federal government were convinced that costing procedures 
had improved to the point that eed and mar iaile costs 
enid be determined with reasonable accuracy. Finally, the 
recommendations made by the Royal Commission regarding the 
Crow's Nest Pass rates were incorporated into the bill. The 
government accepted the Commissioners'’ view that the railways 
were in fact losing money on the movement of grain for ex- 
port, and that they should be Pee for such losses. 
The formula for determining the subsidy to the railways, and 
the annual subsidy to defray "constant costs" involved in 
the movement of grain, are found in the recommendations of 
‘the Royal Commission. The obligation on the part of the 
federal government to review the compensatory nature of the 
Crow's Nest Pass rates every five years was recommended by 
the Commissioners. Thus, it is evident that the government 

“not only Been comet general premises and philosophy of the 
Report, but also incorporated many of the specific recom- 


mendations. 


SECTION IV: CONCLUSION 





A comparison of the provisions of the National 
Transportation Act with the provisions of Bill C-120 and 


Bill C-231 reveals the importance of the bills as policy 
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inputs into the decision-making process. For example, the 
provisions of the National Transportation Act outlining 

the objectives of transportation policy are very similar to 
those outlined in Clause I of Bills C-120 and C-231. The 
provisions for a cost-orieted rate structure with a maximum 
and a minimum rate formula found in the National Transporta- 
fon Act are almost identical to those found in Bills C-120 
end €-231.. The notion of the captive shipper and the pro- 
cedure for declaring a shipper to be "captive" outlined in 
the National Transportation Act are taken from the two 
Meets. Finally, the criteria for determining costing regu- 
lations and the provisions pertaining ia the Crow's Nest 
Pass rates are taken directly from the bills drafted in 1964 
and 1966. 

Thus it is evident that the provaeionsof Bilis 

C-120 and C-231 formed the basis for the National Transpor- 

tation Act that was enacted by Parliament in 1967. Further- 
hore, the federal government incorporated the vast majority 
of the recommendations of the Royal Commission into the pro- 
visions of the two bills. The only significant addition 
was the federal government's decision to establish the 
Canadian Transport Commission. Despite the assurances of 
Mr. Pickersgill that the provisions of the two bills were 
Subject to revision, it is apparent that the Cabinet had 
finalized its position prior to the introduction of Bill 


C-120 into the House of Commons. Any amendments that did 
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Canada, Parliament, Parliamentary Debates (House of 


Commons), 2nd Session, 26th Parliament, (1964-1965), Vol. 
Mitt; p. 7986. 





3Ibids, pp» 7986-7987. 
me 


Interview with Mr. A. V. Mauro. 


ecameda ; Parliament, Parliamentar Debates (House of 
Commons), 2nd Session, 26th Parliament, (1964-1965), Vol. 
VIII, pp. 7984-7987. . 


lOrpid., pp» 7979-7982. 


l?tbid., p. 7982. 


18 among the bills that have been introduced into the 
House of Commons in draft form were revisions to the tax 


laws and The Competition Act. 


19 an Act to define and implement a national transvorta- 
mon policy for Canada, to amend the Railway Act and other 
Acts in consequence thereof and to enact other consequential 
Seevisions, 1967, 14-15-16 Eliz. II. This bill will here- 
meter be referred to as Bill C-231. . 





20 For details of the debate on the resolution preceding 
mies introduction of the bill, see Canada, Parliament, 
Parliamentary Debates (House of Commons), Ist Session, 27th 
Parliament, (1966), Vol. III, pp. 7742-7744. For details 
of the debate on second reading, see Canada, Parliament, 
Parliamentary Debates (House of Commons), 1st Session, 27th 


Parliament, (1966), Vol. III, pp. 7988-8005, 8027-8051, 
8061-8116, 8141-8182, and 8195-8211. 


*lipid., pp. 8000,8169-8174 and 8175-8176. 


ee 


- §*2netails of the July 1965 meeting were obtained in 
interviews with the Honourable E. C. Manning and with Mr. 
J. W. Telford, and from newspaper clippings from the 
Edmonton Journal of July 21 and 31, 1965. ; 


23netails of the meetings between federal and provincial 
Officials are found in telegrams from Prime Minister Pearson 
to Premiers Manning, Thatcher and Roblin of October 5, 1966; 
from the Honourable J. W. Pickersgill to the three Prairie 
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Premiers of October 20, 1966; from Premier Roblin to Prime 
Minister Pearson, October 7, 1966; and from Premier Manning 
to Prime Minister Pearson, October 12, 1966. See also a 
telegram from the three Prairie Premiers to Prime Minister 
Pearson of September 16, 1966, and a letter from Mr. A. V. 
Mauro, Mr. J. J. Frawley and Mr. D. G. Blair to Mr. J. R. 
Baldwin, Deputy Minister of Transport, of September 14, 
1966. These documents appear as Exhibits A-1l and A-12 in 
Canada, Parliament, Minutes of Proceedings and Evidence, 
Standing Committee on Transport and Communications (House 
Of Commons), Ist Session, 27th Parliament, (1966), No. 44. 
These documents will hereafter be referred to as the 


‘Parliamentary Committee Hearings (1966). 


Snterviaw with the Honourable J. W..Pickersgill. 


2 canada, Parliament, Parliamentary Debates (House. of 
Commons), lst Session, 27th Parliament, (19 OVC wee ola 
pp. 8169-8179. 


aemerde ey S170., 


2’Tpid., pp. 7988-7999. 


Ptbia., De 2ook. 
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et eanada, Parliament, Parliamentary Debates (House of 
Commons), 2nd Session, 26th Parliament, (1964-1965), Vol. 
Mitt, p. 7980. 


2°nhe information in succeeding paragraphs outlining 
the provisions of certain sections of Bill C-120 was taken 
directly from the bill and will not be footnoted. 


31the figures of 30,000 pounds and 150% were taken 
directly from the Report of the Royal Commission. 


32petails of the provisions of Bill C-231 and Bill C-120 
were taken directly from the bills and therefore will not 
be footnoted. 


33 nrief of the Saskatchewan Government to the Royal 
Commission on Transportation, Final Summation and Argument, 
February 7, 1961, pp. 31-34. 


Merief of the National Farmers' Union to the Standing 
Committee on Transport and Communications, Parliamentary 


Committee Hearings (1966), No. 30, pp. 2123-2132.. 
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z 350ne policy Proroesi of Western Canada Will be out- 
mew in Chapters IX, X, and XI. 


Pai) C-231, Clause I. 
aver C-231, Section oe 


38 pean da; see Parliamentary Debates (House of 
lommons), 2nd Session, 26th Parliament, (pede Loos} vol: 
IT, pp. 7978-7980. 
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CHAPTER IX 


WESTERN CANADIAN POLICY INPUTS -- 


THE PROVINCIAL GOVERNMENTS 


There were three major policy inputs from Western 
Canada into the decision-making process leading xe) ne en- 
actment of the National Transportation AGU ea ne Shir scm polacy, 
input was the discussions and consultations between federal 
and provincial officials and politicians prior to the in- 
meeauction of Bill C-1T20 and Bill C-231 into the House of 
Commons. A second input of Western Canadian views occurred 
during the hearings held by the Parliamentary Committees 
that examined the provisions of the two federal bills. On 
both occasions, provincial governments and interest groups 
from Western Canada presented extensive briefs outlining 
their views to the Committees. The third input came from 
the Members of Parliament from Western Canada during the de- 
bate in the House of Commons on the provisions of the two 
bills and during the hearings held by the Parliamentary 
Committees. The succeeding three chapters will examine in 
detail each of the three Western Canadian policy inputs. 

The objective of this chapter of the dissertation 
is to examine the input of the views of the provincial 


Sovernments from Western Canada into the decision-making 
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process. In particular, the nature of the policy recommenda~ 
tions proposed by the Prairie Governments in their briefs 
to the Parliamentary Committees that examined the two 
federal bills is reviewed. In addition, ie extent and de- 
gree of consultation between the federal and provincial 
governments is examined in an attempt to determine if in fact 
the consultative procedures employed by the federal govern- 
ment in areas of provincial jurisdiction vary from the 
consultative procedures employed by the federal government 
in areas of federal dye a The chapter concludes 
with an assessment of the extent to which provincial views 
were incorporated into the final policy output. 

The chapter is divided into three sections. 
Section I outlines the content of the briefs presented by 
the provincial governments to the Parliamentary Committees 
that examined the bills. Section II is devoted to a review 
Meeene Nature and extent of the consultations and discus- 
Sions between federal and provincial officials and politicians 
during the enactment of the legislation. The concluding 
section of the chapter examines the extent to which the 
Policy proposals of the Prairie Provinces were accommodated 


in the final policy output. 


SECTION I: PROVINCIAL POLICY INPUTS 


A. Initial Reactions of the Provinces 





‘This ISR ey of the chapter is devoted to a review 


Of the reaction of provincial politicians to the provisions 
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fete! C-120 and. Bill C-231 when the two bills were in- 
troduced into the House of Commons. The comments found in 
this section are drawn largely from newspaper reports, and 
from personal interviews conducted in Western Canada in 


June 1971. 


io Bill C-120 

The strongest reaction to the provisions of the 
bill came from the Province of Albertans A review of news- 
papers at the time when the bill was introduced into the 
House of Commons indicated that it was the Alberta Govern- 
ment that led the opposition from Western Canada to those 
provisions of the bill dealing with freight rates. Premier 
FE, C. Manning noted that the bill removed existing safe- 
guards in the snes Act that protected Western Canada 
from unrestricted freight rate increases by the railways. 
In particular, the Premier criticized the removal of all 
references to “undue preference" and “unjust discrimination" 
as criteria for the determination of rates, the absence of 
ey reference to long and short haul discrimination, and the 
removal of the one and one-third rule from the Railway Act. 
dn addition, he noted that the policy of “equalization of 
freight rates" had been abandoned. The maximum rate formula 
proposed in the legislation failed to give adequate protec- 


tion to Alberta shippers. With regard to the details of the 


maximum rate formula, Mr. Manning observed: 
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eee Lf it remains unamended,' it will, prove 
virtually useless and a poor compensation for 
the existing safeguards which are being 
repealed. .. =. 

An analysis of the details of the Alberta brief to 
'the Royal Commission on Transportation, and of Mr. Manning's 
statement regarding the provisions of Bill C-120, would 
Seem to indicate that the Alberta Government had altered its 
Meettion with regard to the criteria that should be used to 
determine freight rates. The brief submitted by the Alberta 
Government to the Royal Commission called for the removal of 
Peteria such as "undue preference" and "unjust discrimina- 
tion" in the determination of rates, and recommended that a 
maximum and a minimum formula be substituted in their place. 
Interviews with the Honourable E. C. Manning and 
eth Mr. J. W. Telford revealed that the government had in 
fact changed its position with regard to the provisions of 
the bill in an attempt to strengthen its bargaining position 


3 


with Ottawa. The Alberta Government was extremely critical 
of the manner in which the federal government had drafted 
the provisions of the maximum rate formula for the deter- 
Mination of rates. The 150% - 30,000 pounds provisions of 
the clause, in Alberta's view, were not realistic and did 
not give adequate protection to those segments of the 
country where the railways were in a monopoly position. 

. Thus, the objective of the Alberta Government, in future 


bargaining with the federal government, was to have the pro- 


Visions of the maximum rate formula modified and to have a 
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more liberal definition of a "captive shipper" included in 
the bill. These were the central recommendations proposed 
in the Alberta brief to the Parliamentary Committee. In 
summary the strategy of the Alberta Government was to op- 
pose the basic philosophy of the bill, and through negotia- 
tions with the federal government have the maximum rate 
formula modified to give greater protection to Alberta 
shippers and consumers. 

The reaction of the Government. of Manitoba to the 
provisions of Bill C-120 was reported by the Winnipeg Free 
Press as being negative in hea The newspaper reported 
Beemicr Roblin as saying;:". . ae Ottawa transportation 
Meee tails ‘far short' of policy goals sought by the Mani- 
toba government".? Mr. A. V. Mauro, legal adviser to the 
Manitoba Government, reacted even more negatively to the 

provisions of the bill and piece teh that the bill protected 
the interests of the railways. He was quoted in the 
Winnipeg Free Press as having said: 
> »- « It strikes me-that this bill must have been 


prepared by the railways. If I was a CPR MNES 
P dont think I"d:wanteanything changed. «=. . 


Zee bill 6-231 
The only reaction of provincial politicians reported 
in the press when Bill C-231 was introduced into the House 
of Commons was that of the Government of Saskatchewan. The 
Regina Leader Post reported that the reaction of government 


4 


Officials to the provisions of the bill.was "cool". The 
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amendments to the provisions of the bill dealing with the 
Beapuive shipper clause were seen as being "as good a com- 
‘promise ae could’ be achieved".© Mr. Woodrow Lloyd, Leader 

of the Opposition, was more critical of he provisions of 

the bill. He charged that the continued emphasis on the 
development of a transportation policy based on the principles 
of competition would have a negative impact on Western 


Mega.” 


meee priefs of Provincial: Governments to 
the Parliamentary Committees 


The Parliamentary Standing Committee on Railways, 
Canals and Telegraph Lines began its hearings-on Bill C-120 
on February 25, Leena The Committee hearings ended on 
March 25, 1965. Prior to the formal hearings, the members 
of the Committee had received briefings from officials of 

_ the Department of Transport hi which time the provisions of 
the bill were explained in detail. 

At the opening meeting of the Committee, there was 
some confusion on the part of the Members of Parliament as 
mo the exact terms of reference of the Committee. The Com- 
mittee had been instructed to consider the subject matter of 
the beri, but not. the ees of the bill. Several Members 
Questioned the Minister as ue how they could examine the 
general principles of the bill without considering specific 
Be visions. In reply, Mr. Pickersgill noted that it was the 
hope of ‘the government that the Committee Would consider the 


) general principles of the bill and that they would not become 
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preoccupied with attempting to draft amendments ‘to specific 
provisions of the bill. This task, in his view, could be 
left to the experts in the Department of Transport. /- 

The Standing Committee on Railways, Canals and 
Telegraph Lines, under the chairmanship of Mr. J. T. Richard, 
Liberal Member for Ottawa-East, was composed of Sixty Members 
of Parliament. The quorum for the Committee hearings was 

“twelve and, during the hearings of the Committee ony Bid 
C-120, there were never more than twenty Members present at 
any one time. There were twelve Members from Western Canada 
on the Committee. All of the Members of Parliament on the 
Committee from the West were Conservatives with the exception 
of Mr. H. A. Olson from Medicine Hat who was a member of the 
Social Credit Bini ae roe -legal..counsei for the Provinces 
MeeManitoba, Saskatchewan, and Alberta, Mr. A. V. Mauro, Mr. 
1: one awn Wires! welts Frawley, were in attendance at all 
the Committee hearings. In addition, officials from the 
Department of Transport and from the Board of Transport Com- 
Missioners were present to outline and explain various 
Meovisions of the bill. . The first two sessions of the Com- 
Mittee were devoted to presentations by these officials. 

The Honourable J. W. Pickersgill was in attendance at all 

the meetings, and he took an active part in the deliberations 
of the Committee on several occasions. The Canadian Pacific 
and Canadian National Railways did not present formal briefs 


to the Committee. Legal counsel for the two railways were 
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in attendance; however, they did not take part in any of 
the proceedings. In explaining their absence from a 
hearings, both railways noted that they would present a 
eet at a jater date. Perhaps the failure on the part of 
the railways to present briefs at the hearings on Bill 
G-120 would indicate that they were satisfied with the 
general provisions of the pint: 

The Standing Committee on Transport and Communica- 
tions that examined Bill C-231 was under the chairmanship 
of Mr. i Macaluso, Liberal Member of Parliament for Hamilton 


meee? 


The Committee, held 33 meetings between October 6, 
1966 and November oh, 1966 and received 36 briefs. The 
Committee was composed of 25 Members. There were seven 
Members of Parliament from Western Canada on the Committee: 
three from Saskatchewan, two from Alberta, and two from 
Beritoba..* The legal counsel representing the Provinces 
Of Manitoba, Saskatchewan, and Alberta, Mr. A. V. Mauro, 
Mr. G. Blair, and Mr. J. J. Frawley, were in attendance at 
all the hearings of the Committee. In addition, officials 
from the Department of Transport were present to explain 
Warious provisions of the bill. Both the railways were 
represented by legal counsel at all these Committee hearings, 
and the President of the Canadian National Railways, Mr. 
Donald Gordon, and the President of the Canadian Pacific 
Railway, Mr. Ian Sinclair, presented briefs on behalf of 


their railways. 
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Because of the minor revisions in the provisions of 
Bill C-251, the nature of Western Canadian representations 
to the two Parliamentary Committees that examined the legis- 
lation did not vary significantly. It should be noted that 
Meesthree Prairie Provinces prepared a joint brief outlining 
their views on the provisions of Bill C-120. This brief was 
never presented to the Parliamentary Committee but was sub- 
Mectea to the Cabinet. The briefs of each of the Prairie 
Provinces with regard to the provisions of Bill C~231 were 
Meesented directly to the Parliamentary Committee. The 
representations made by the Governments of Manitoba, Saskat- 
evan, and Alberta on the provisions of the two bills are 
considered rn unison with references drawn from both Commit- 
tees’ hearings to illustrate the nature of the Western 
Canadian policy proposals. 

During the Committees’ proceedings, there were six 
major subjects that occupied the attention of the provincial 
governments: rate regulation; the Crow's Nest Pass rates; 
the goals of transportation policy: icosting repulations; 
inequities in the freight rate structure; and the structure 
of the Canadian Transport Commission. Each of these areas 
will be considered Uap ieee In each instance, the 


response of the federal government will be noted. 
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me Rate Regulation 
Those provisions of the bills establishing the 

eriteria for the determination of rates were the subject of 
considerable debate in the Parliamentary Committee hearings. 
It became increasingly apparent that the maximum rate formula 
and the definition of a captive shipper were the two most 
important provisions in the bills in the view of the Western 
Canadian provinces . The comments of the provinces will in- 


dicate their preoccupation with the issue. 


15 


(a) The Province of Alberta 
The brief of the Government of Alberta was critical 
of the provisions of the legislation outlining the maximum 
and minimum rate formulae, In Alberta's view, the proposed 
formulae offered no protection to Western Canada and were 
poor substitutes for the provisions outlined in the Railway 
Act. The minimum ae formula did not restrict the railways’ 
freedom to levy rates in that no railway would levy a rate 
that was lower than the variable costs incurred in moving 
the good. | 
The maximum rate formula was isolated for particular 
attention in the Alberta brief. The provisions of the maxi- 
mum rate formula were criticized on the grounds that they 
departed from the recommendations of the Royal Commission, 
and that they provided no relief to the shippers and con- 
Sumers in regions of the country where the forces of 


Competition were inoperative. The objective of the maximum 


rs 


7. a, 













Vivi east oie 
a Ye we boialies 


in lLatvo vd as 


rsorrhvotg 


ad 
a 
dy 
* 


vs 


\ pes ae 
si { p 7 be wis Wi) LS) b= why i J the 


~ ; | 
* : ail tek! : 
y cot it. Cal 
a ES ah 7 
5% aft. to te2=0 Cane 
aie 


2 
b . otaier 3 7 cee aripey > 
4 - ae a Ps ‘ Ved all 


i ~ 
ry 4 yr 247s vveli aad 
, ¥ s “ : 
+ . Ld > | { 7 - 4 } : 
* yy ripe 9 EPs snd T29e s 


. 7 - 
a . oa e 


= : ¥v 
| eSiieitenn eet Tosiilamt tit effet see wuibean em 
= a =- : _ 


i, paredth aay me 


7 be 
— —" Fait .* e=t i ; bhiiks { 
= 7 Ys oo. vy ee “ry a 

‘aa -"y a. + is . 


N17? 


rate formula as outlined in the Royal Commission's Report 
was to ensure that no shipper or consumer would pay a “dis- 
proportionately large" share of railway fixed costs borne 
by traffic moving on class and non-competitive commodity 
maces. in Alberta's view, the provisions of the formula 
failed to meet this objective and were deficient in two 
particular aspects -- the aa aneey followed by shippers to 
be declared captive were long and complex, and the 150% - 
30,000 pounds provisions of the clause would result .Ln the 
shippers paying higher rates. 
The criteria used to determine when a shipper was 
Captive of the railways were, in Alberta's view, totally 
inadequate. The phrase "no alternative, .effective and com- 
"petitive service" was meaningless if the railways" inter- 
pretation of the clause was accepted by the Canadian Transport 
Commission. In the railways’ view, as long as there was 
market competition, a shipper was not captive within the 
meaning of the bill. The Alberta Government contended that 
/if this definition was accepted it would be impossible to 
discover one captive shipper anywhere in Canada. The cri- 
teria proposed by the Alberta Government was that any 
Shipper forced to pay a rate that exceeded the variable cost 
of moving the good by an excessive amount would be declared 
a captive shipper. What would constitute an excessive a- 
“Mount would be determined by the Canadian Transport 


Commission. In short, the Alberta Government maintained 


i. 
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that the captive shipper clause would provide protection to 
Western Canada only if the provisions of the clause eg- 
tablishing the criteria for a captive shipper were amended. 

The 150% — 30,000 pounds provisions Ore gia 01 lee 17 
Alberta's view, were unrelated to existing conditions within 
the railway industry. The base figure of 30,000 pounds for 
calculating variable costs bore no relationship to the 
weight of goods being moved by rail. The actual weight of 
the good should be substituted for the base figure of 30,000 
pounds when calculating the variable cost. The see of 
150% to the variable cost should be replaced by a percentage 
that would reflect the desired level of railway net earnings 
as calculated by the Canadian Transport Commission. Any 

‘figure calculated by the Commission should include the net 
pearnings of all aspects of the railways’ operations. 

The provisions of Section 317 were so vague that 
they offered no protection to Western Canada. The Alberta 
Government questioned the inclusion of the phrase "the 
public interest" in the clause and suggested that it would 
be extremely difficult to prove that an action on. the part 
Of the railways was "prejudicial to the public interest". 
They recommended that a reference to "unjust discrimination" 
and "the relationship between the variable cost of moving a 
g00d and the rate levied for the movement of the good" be 


included in the section to give additional direction to the 
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Canadian Transport Commission in determining when an action 
on the part of the railways was "pre judicial to the public 
interest". In summary, the Alberta Government proposed that 
references to "unjust discrimination" and "undue preference" 
be retained in the Railway Act, and that the maximum rate 
marmula and the "public interest" clause of the bill be sub- 


stantially amended. 


(bd) The Province of Siem ciewenee 


re ae 


The brief of the Government of Saskatchewan con- 
tained similar views to those expressed in the brief presented 
by the Alberta Government. Both the maximum rate formula 
and the "public interest" clause of the bill were isolated 

for particular attention. In Saskatchewan's view, the pro- 
‘visions Of the Maximum Yate “formula in Bill C-231 had been 
improved by the inclusion of the words “effective and com- 
petitive" as the criteria for determining when a shipper was 
Captive of the railways. Although the 30,000 pounds - 150% 
provisions of the formula were criticized in the Saskatchewan 
brief, no alternative provisions were proposed. The Saskat- 
iain Government indicated that any assessment: of the 
maximum rate formula must await the developing of costing 
regulations by the Canadian Transport Commission. They pro- 
‘posed that the formula be assessed by the Commission three 
years after the enactment of the bill rather than after a 


five-year period as proposed in the bill. 
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(c) The Province of eenea toma 


rovinee of Manitoba 

The brief of the Manitoba Government expressed con- 
cern over the removal of legislative restrictions on the 
railways and supported the retention of references to "un- 
fae discrimination" in the eae ala. The provisions of 
the maximum rate formula found in Bill C-231 offered no pro- 
tection to Western Canada, ane example, the criteria used 
to determine a captive shipper were inadequate and would not 
protect those shippers or consumers in areas where the rail- 
ways were in a monopoly position. The Manitoba Government 
proposed that all shippers who had received reductions in 
their class and commodity rates as a result of the enactment 
of the Freight Rates Reduction Act of 1959 be automatically 
included as captive shippers under the terms of the bill. 
This amendment would be of particular importance to Western 
Canada in that many of the rates reduced by the Act were 
levied by the railways in Western Canada. 

The 150% - 30,000 pounds provisions of the formula 
Mere criticized by the Manitoba Government. They noted that 
these figures were chosen arbitrarily by the Royal Commis- 
Sion and were not supported by any statistical evidence. 
Furthermore, there had been no a oase on the part of the 
federal government to assess the Sere this formula 
would have on the freight rate structure. The Manitoba 
Government recommended that the 150% — 30,000 pounds pro- 


visions be replaced by a formula that would reflect the. 
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difference between the total earnings of the railway and 
the variable costs involved in moving the good. 


(dj). Joins Submission of the Provinces of 
Manitoba, Alberta, New Brunswick, 
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Two transportation economists, Mr. G. H. Borts and 
Mr. E. W. Williams were retained by the provinces to prepare 
briefs outlining the impact that the maximum rate formula 
would have on the freight rate structure. .Both briefs ex- 
pressed the view that the maximum rate formula offered no 
protection to areas where the railways were in a Sean 
position. They urged the federal government to retain the 
traditional legislative restrictions such as "undue preference" 
and “unjust discrimination" as the criteria for the determina- 
Bein ere rates. The 30,000 pounds base for determining variable 
Meats offered. no protection to shippers of low value bulk 
commodities. The addteLonm 01 950% .t0 the variable cost of 
moving the good was not supported by statistical evidence 

and both Mr. Borts and Mr. Williams expressed the view that 

the figure would offset both fixed and variable costs. 

The criteria used to define a captive shipper were 
criticized on the grounds that the legislation ava not out- 
line the conditions under which no "effective, competitive 
and alternative mode of transport" was Said to exist. They 
sapeed the federal government to accept the recommendation of 
the Royal Commission that any shipper could. declare iigeLae 


to be captive and automatically receive a rate from the 
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Canadian Transport Commission. Finally they noted: that tthe 
legislation emphasized the protection of railway PRE at 
the expense of lower rates to the consumer and shipper. . In 
their view, the proposed maximum and minimum rate formulae 
for the determination of rates were without Weep. The 
central thesis of their argument is contained in the follow- 
ing quotation from the Committee hearings: 
- « « The Bill as it now reads conveys the Ree 
tinct impression of overwhelming concern with 
the revenue position of the railways. There 
should be an equal concern for the well being of 
ieers Of transportation, and for an-efficient 
use of transportation resources.19 
In response to these Suetedane, Mr. Pickersgill 
noted that the objective of the maximum rate formula was not 
to protect shippers of low value bulk commodities. In his 
View, they received protection from statutory and low com- 
modity rates as a result of competition in the marketplace. 
(e) The Response of the Federal 
Government 
The response of the federal government. to the com- 
plaints of the provinces with regard to the provisions: of 
the maximum rate formula was that they were merely implement- 
ing the recommendations of the Royal Commission on 
@eisportation.~~ They rationalized the rejection of the 
Commission's recommendation with regard to the ability of 
the shipper to declare himself captive on the grounds that 


only those shippers in areas where there was no "alternative 


practicable route” should be permitted to apply for captive 
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shipper status. It was the government's view that shippers 
in areas where there was adequate competition between the 
various modes of transport should mot se “li “a "position to 
avail themselves of protection under the "captive shipper" 
clause. The government indicated that the 150% - 30,000 
pounds provisions of the bill pone acrser eee directly from the 
Report of the Royal Commission. In essence then, the govern- 
ment accepted the major ‘eheste of the Royal Commission that 
competition should be the guiding force within the trans- 
portation industry, and that the railways should not be 
limited in their ability to compete with other modes of trans- 
port by legislative restrictions. As a result, a cost- 
oriented rate structure WAS implemented and all references 
Bio Bymjust discrimination” and “undue. preference” as criteria 


for the determination of rates were removed from the Act. 


mee Ene Crow's Nest Pass Rates 
The provisions of Bill C-120 obligating Parliament 
to pay an annual subsidy to the railways for losses incurred 
in the movement of grain under the Crow's Nest Pass rates 
and the provisions of Bill C-231 obligating the Canadian 
Transport Commission to review the compensatory nature of 
the Crow's Nest Pass rates were the subject of debate during 


the proceedings of the Parliamentary Committees. 
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(a) The Provinces 
\ 

In.a joint brief submitted to the federal govern- 
mein April 1965.on.the provisions of Bill C-120, the 
Provinces of Manitoba, Saskatchewan, and Alberta were un- 
animous in their belief that ae Crow's Nest ee 
should remain under the jurisdiction of Piva Geonean The 
subsidy to the railways for the movement of grain was chal- 
Benged by the Prairie Provinces on the grounds that the rail- 
ways had failed to prove that they were in fact losing money 
on the movement of grain, Costing procedures used by the 
railways and the Board of Transport Commissioners should be 
reviewed and the provincial governments should be given the 
opportunity to make representations on the matter. The 

* Prairie Provinces recommended that Section 329(1) of the bill 
‘that provided for the payment of a subsidy to the railways 
be deleted from the bill in its entirety. 

Pnes Alberta .beiet tonethesprovisons, of.) Bill.¢c-231 
contained only a passing reference to the Crow's Nest Pass 
Bates, but it did maintain: that their costing studies re- 
vealed that the railways were not losing money on the move- 
Ment of grain for export. Despite figures produced by both 
railways, the Government of Alberta Sesne nie convinced that 
the Crow's Nest Pass rates were ester ae 

In contrast to the Alberta position, the Governments 
of Manitoba and Saskatchewan supported the inclusion in the 


bill of the clause that would have obligated the Canadian 
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Transport Commission to investigate the compensatory nature 


23 


feeeune rates after three. years. The Manitoba Governmént 
urged the federal government to extend the low statutory 
rates on grain to grain and flour piaaeestatnerea PORTHe CPort 
of Recah. t At. the present time, the railways ‘could 
faise the rates on grain being moved to Churchill, since 
miey were not protected by statute. 

(b) The Response of the Federal 

Government 

the federal government explained that the inclusion 
of a subsidy on the Aarne of grain forvexpors in the 
provisions of Bill 0-120 was based on the recommendations 


25 


of the Royal Commission. The government noted that the 
sCommissioners had determined, on the basis of costing stu- 
dies, that the railways were in fact losing money on the 
movement of grain. The proposed subsidy to the railways was 
in keeping with the overall philosophy of the bill that when 
the railways were required to perform services as a result 
of statutory obligation, they should be compensated for 
these services. 
During the Committee's hearings on Bill C-231, 
the Honourable J. W. Pickersgill assured both the Members 
of Parliament from Western Canada and the provincial govern- 
Ments that the inclusion of a provision in the legislation 


that would have obligated the Canadian Transport Commission 


to review the compensatory nature of the Crow's Nest Pass 
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fates was not the first step leading to their elimination. 
He noted that if the railways were in fact losing Peele 
the movement of grain they should be compensated for those 
Geeses-. A study undertaken by the Canadian Transport Com- 
mission would determine the extent of the losses incurred 


by the saan Nt age 


3. Goals of Transportation Policy 
| (a) The Provinces 
‘The provinces were of the opinion that-Section I 
of the two bills, outlining the objectives of transportation 
policy, overemphasized the promotion and development of a 
National transportation system based on the principles of 


Zt PneDoOon Otis, “the - iat ona L 


Betficiency and competition. 
Unity" aspects of transportation policy were of secondary 
importance to the promotion of a competitive and efficient 

“transportation system. In the provinces' view, the forces 
of competition in existence within the transportation in- 

dustry, and the need to release the railways from legislative 
mestrictions to meet the forces of competition, had been 
overemphasized by the Royal Commission and by the federal 
eovernment. There Aes many areas of the country where one 
mode of transportation was in a monopoly position. Trans- 
portation policy, in the provinces' view, must ensure.that 


goods are moved from one region of the country to another, 


and that one region of Canada is not subject to discriminatory 
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practices on the part of one mode of transport. Excessively 
high rates could retard the economic development of one 
region of the country at the expense of developing another 
region. In summary, the provinces urged the federal govern- 
ment to consider the "national unity" objectives of trang- 
portation policy to a greater extent. 

(b) The Response of the Federal 

Government 

When outlining the objectives of transportation 
policy, both Mr. Pickersgill and the officials of the mets 
ment of Transport noted that they were implementing the 
recommendations of the Royal Commission on ieee a oe 
The provisions of Clause I of the bills incorporated the 
general philosophy enunciated in the Report -- that the pro- 
motion of an efficient and competitive transportation system 
Beeuld be the primary goal of transportation policy. Mr. | 
Pickersgill noted that the national unity aspects of trans- 
portation policy were not totally eliminated from the 
provisions of the bill. For example, he noted that there 
Was protection for areas of one country where one mode of 
transport was in a monopoly position. In addition, the 
Board of Transport Commissioners could direct the railways 
to continue to provide services that were uneconomic. The 
railways would, however, be compensated for providing ser- 
Vices that were imposed by governmental directive. As a 


result, the federal government noted that the national unity 
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aspects of transportation policy had not been ignored when 


mie provisions of the bill were drafted. 


4, Costing Regulations 
The preparation of costing regulations by the Canadian 

Transport Commission aroused considerable debate during the 
hearings of the Parliamentary Committees. In particular, 

the release of confidential costing information by the Com- 
mission, the inclusion of non-rail revenue when assessing 

the railways' financial position, and the obligation on-the 
part of the Commission to hold public hearings when costing 
regulations were challenged were issues raised by the 


provinces. 


(a) The Provinces 

The three Prairie Provinces were unanimous in their 
contention that the Canadian Transport Commission should be 
obligated to release confidential costing material obtained 
from the railways.°7_ The provinces reasoned that it would 
be impossible to assess the impact of the maximum rate formula 
on the freight rate structure unless adequate costing in- 
formation was obtained. The inability of the two 
transportation economists to assess the impact of the maximum 
rate formula is a case in point. Without this information 
they were unable to come up with solid arguments to oppose 


the proposed rate structure. 
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In their briefs to the Parliamentary Committee, 
the provinces urged the federal government to release cost- 
ing information. In addition, telegrams were sent from 
Premiers Manning, Thatcher and Roblin to Prime Minister 
Pearson requesting that the material be 25 Ceeteneneer The 
Premiers noted that the maximum rate formula was the most 
contentious feature of the new bill and that it would be 
impossible to prepare briefs or to assess the impact of the 
formula without adequate costing. data. | 

In the joint submission of the Provinces of Alberta, 
Manitoba, New Brunswick, Nova Scotia, and Prince Edward Is- 
land, the provinces urged the federal government to amend 
the bill in such a manner that non-rail revenue be included 
in any financial assessment of the railways' ee 
When assessing the variable costs involved in moving goods, 
the Canadian Transport Commission should, in the provinces' 
View, include long-term variable costs. Finally, it was 


recommended that the Commission be obligated to hold public 


hearings when developing costing procedures. 


(6) oriie Federal Response 

The federal response to the request of the three 
Prairie Provinces was that, while the federal government was 
Willing to assist the provinces in preparing their submis- 
Sions, the basic philosophy of ‘the bill was that competition 
B32 


Should guide the operation of the transportation system. 
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If the railways were obligated to release costing informa- 
tion, this could ultimately weaken their competitive 
position. The second reason advanced by the federal govern- 
ment was that the bill had been referred to a Parliamentary 
Committee for study and it would be improper to release the 
/ costing information to the provinces before it was released 
to the Committee. Finally, the federal government indicated 
that they would provide costing data to those Shippers that 
the provinces believed would qualify for captive shipper 
Status. In reply to Prime Minister Pearsm's telegram, 
Premier Roblin noted that the federal government's refusal 
Memerelease costing information indicated ". . . that the 
government is.determined that the bill pass without delay 
and that the proprietary interests of the railways are of 
Meeaver concern than a fair and equitable rate structure".?> 
The telegram sent by Premier Manning to the federal govern- 
ment expressed similar views to those found in the telegram 
from the Manitoba Government. They were, however, expressed 
in a much more forceful way. din part; the telegram read; 

+ - » The insistence upon adopting maximum rate 

Bonurol on the basis of fictitious costing is) a 

negation of the arrangement requested by Minister 

of Transport.on July 19th last in your presence 

when he requested that discussions on this speci- 

fic subject be continued between our advisors and 

his departmental officers. Those discussions 

were in progress when Bill C-231 was introduced 

retaining the wholly fictitious costing techniques. 

Our advisors have been told that use of actual 

costs in the maximum rate determination formula 


would seriously erode rail revenue. Without data 
showing actual costs in lieu of fictitious costs 
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no one can know with certainty the effect on 
rail revenues of the application of a true ie 
maximum rate determination formula based on 
actual costs. The Committee and Parliament 
Should not be asked to blindly accept these 
vital provisions of Bill C-231. If cost data 
furnished as requested then consultants re- 
tained by Prairie and Atlantic Provinces will 
appear before Committee to present their as- 
sessment of the effect of the use of true 
mecherethan fictitious costs. The cost data 
which the provinces request is not proprietary 
information. MacPherson Commission rejected 
that plea. It is indefensible that railways 
should be allowed to present cost data when 

it suits their own purposes and refuse when 
the public interest demands such information. 
Again I strongly urge reconsideration of our 
reasonable request that you direct the railways 
to supply the cost data to officers of the 
Department of Transport for communication to 
consultants retained by Prairie and Atlantic 
provinces.3 | 


Be Anequities in the Fréigsht 

Hate. Structure | 

(a) The Provinces 

The only specific reference to inequities in the 
freight rate structure in the brief presented by the pro- 
Vinees is found in those sections dealing with the removal 
Of all references to "unjust discrimination” and "undue 
preference" from the Railway nee The provinees noted 
that the inclusion of these provisions as criteria for the 
Betermination of rates limited the ability of the railways 
to levy higher rates in one region of the country than in 
another. As a result, the provinces urged the federad 
government to retain those provisions of the Railway Act 


establishing "unjust discrimination" and "undue preference" 
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as criteria for the determination of rates. Specific refer- 
ence was made to the provisions of the bill that would 
eliminate the Bridge Subsidy. the provinees recommended 
mau if the Bridge Subsidy was to-be eliminated, it ehowld 
be phased out over a number of years. In summary, eee 
Were very few references to inequities in the freight rate 
structure other eee recommendation that the provisions 
in the Railway Act forbidding "unjust discrimination" and 
Banaue preference" be retained .to assist Saar yale pepe in- 
equities in the freight rate structure. There was no 
Specific response from the federal government nor the rail- 
mays tO this particular: issue. 
6. The Structure and Organization of 

the Canadian Transport Commission 

The fusion of research and regulatory functions 
Within one organization was the focal point of particular de- 


Date at the hearings of the Parliamentary Committee. 


(a) The Province of Alberta 
The Alberta Bere names did not comment extensively 
on the creation of the Canadian Transport Commission. In 
Alberta's view, the administrative and regulatory machinery 
€stablished was 08 complex. No amendments were proposed by 
the Alberta Government to correct this situation. The one 
aspect of the Commission's work that did receive special 
attention was the power of the Commission to develop costing 


regulations. With the adoption of a cost-oriented rate 
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structure, the Alberta Government stated that it was essential 


that the Canadian Transport Commission possess the expertise 


necessary to evaluate and, if necessary, to challenge the 


costing figures developed by the railways. The following 
Bxeerpt from the Alberta brief reveals this concern: 


; . . These important provisions empower the Com- 
mission to determine costs. It need hardly be said 
that the Commission must set up a cost section 
which however much may be the expense involved, 
must be at least the equal in size and competence 
ef the cost sections of the railways. -lf the new 
railway rate structure is to be cost-orliented for 
the protection of the shippers, the analysis of 
rail costs and the prescription of cost factors and 
methods for the use of the railways' cost officers 
will be the most important function of the Commis- 
sion. We would recommend the addition of an 
appropriate paragraph to cover the Commission's 
Cost Section to the clauses setting down the ees 
and duties of the Commission - clauses 15 to ce 


(bo) The Province of Saskatchewan 

The brief of the Saskatchewan Government supported 
the creation of the Canadian Transport Commission, although 
they did express some reservations regarding the proposed 


aie 


union of regulatory and research functions. Tie sae Ve0 Op= 
ment of adequate costing procedures by the Commission was 


seen as its most important function. 


(c) The Province of Manitoba 
The brief of the Manitoba Government made no direct 
reference to the establishment of the Canadian Transport 


Commission. 
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Cc. Summation 

A review of the specific amendments proposed by the 
Western Canadian provinces in their briefs to the Parlia- 
mentary Committees indicates the nature of the proposed 


revisions. 


mae tne Goals of Transportation 
Policy 


The proposed amendments to Clause I placed greater 
emphasis on the "national unity" aspects of transportation 


38 


policy. For example, it was proposed that two additional 
‘subsections be added. These subsections established "the 
provision of necessary and economic transportation services 
to all parts of Canada" and "the provision of railway and 
other modes of transport to compete freely so far as practic- 
able" as goals for the transportation system. The 
Minclusion of phrases such as “as far as practicable", when 
Nreferring to the forces of competition, and "the prov 


wt 


Of necessary and economic transportation services" was designed 
to ensure that transportation policy would enhance the 
economic and political unity of the nation. Clearly, the 
Objective of developing a competitive and efficient trans- 
portation system would be modified by these amendments. 

The clause setting Sus the elimination of legis- 


lative restrictions on the railways as a goal of national 


transportation policy was to be modified by an amendment 





which placed more emphasis on providing adequate protection 
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to those shippers and receivers in areas where the railways 
were in a monopoly position. The abet of: bie railways to 
meet the forces of competition was to be qualified by a 
meserecnce to “unjust discrimination". In attempting to com-— 
pete with other modes of transport, the railways could not 
employ discriminatory practices on shippers, receivers, or 
on a region of the country. Clearly, the objective of these 
amendments was to place greater legislative restrictions on 
the railways, and to provide greater eats for those 
regions of the country where the railways were in a Ronen 


position. 


e. Rate Regulation 

The provinces proposed that references in the Rail- 
Way Act to the equalization of rates be retained. In par- 
ticular, they recommended that any shipper who believed that 
he was being unjustly discriminated against, by reason of 
the fact that the percentage difference between the variable 
cost of moving his good and the rate levied by the railway 
- unjust, could apply to the Canadian Transport Commission 
to have the rate reduced. After investigation, the Commis- 
Sion could reduce the rate by an amount necessary to 
alleviate the injustice. PRiss provision.of the bid wes to. 
apply to rates levied under both the Railway Act and the 
fransport Act. Thus the railways would not be able to by- 
Pass these provisions by negotiating agreed charges. In 


meaddition, it was proposed that the Commission could not 
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dismiss a charge of "unjust discrimination" on the grounds 
mac such discrimination was justified by an agreement 
negotiated with a client. 

The power of the Commission to disallow rates that 
Mere Considered to be "unjust" or "unreasonable" was to be 
retained in the amendments PLOposcda Dye the provinces. ~The 
section of the bill dealing with the minimum rate formula 
Was to be amended in such a manner that a rate would be con- 
Sidered to be compensatory if the rate, sue any subsidy 
paid on the commodity, equalled the variable cost of moving 
mie food from point A to point B. This amendment was speci- 
Bieally designed to protect industries, such as the coal 
industry, from higher freight rates. The provinces believed 
that the railways could use the minimum rate formula to levy 
a higher rate on goods that were subsidized by the govern- 
Ment. This was the rationale for including this amendment. 

The provinces proposed substantial amendments to 
the maximum rate formula. For example, they proposed that 
the criteria for the determination of ne existence of a 
"captive shipper" should be if there was an “economically ~ 
effective alternative route" for the movement. of the good. 
In determining if such a route existed, the Commission should 
consider "all matters that it deemed relevant". The Commis- 
sion would be instructed, however, to examine specifically 
She difference between the variable cost of moving the good 


and the rate being charged by the railways. Finally, all 
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shippers moving goods under commodity and class rates that 
had been subject to the Freight Rates Reduction Act would 

automatically be considered to be "captive shippers". The 
addition of this section to the clause would be of tremen- 
dous importance to Western Canada because the majority of 

One rates affected by the Freight Rates Reduction Act were 
being levied by the railways in Western Canada. 

The provinces proposed that the 150% - 30,000 pounds 
provisions of the captive shipper clause pee enaed in such 
a manner that shipments of aes than 30,000 pounds would re- 
‘ceive a greater reduction than proposed under the formula 
outlined in the bill. In particular, the provinces recom- 
mended that the 30,000 pounds base for calculating variable 
eosts be increased to 80,000 pounds. Finally, the provinces 
proposed that the $500 deterrent fee on applications for 
Captive shipper status be removed, and that the maximum rate 
formula become operational one year after the bill was 


enacted. 


mB. Costing Procedures 


The Berens proposed by the provinces regarding 
costing procedures were designed to ensure that the provinces 
and other interested groups would have the opportunity to 
Make representations to the Canadian Transport Commission 
before any such procedures were Piniomionceds Inada istuon , 
the provinces urged the federal government to amend the pro- 


Wisions of the legislation in such a manner that the Commission 
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Mwould be obligated to release all the relevant costing data 


when rendering a decision. 


4, Crow's Nest Pass Rates 
The provinces recommended that ee sections of 
the bill providing a subsidy to the railways for the move- 
Ment Of grain for export be deleted from the provisions of 
Meer -120. Furthermore, they recommended the removal of 
the provision found in Bill C-231 that obligated the Commis- 
Sion to review the compensatory nature of the Crow's Nest 


Meves rates three years after the enactment of the legislation. 


5. -Conclusion 
A review of the amendments proposed by the provinces 

Beals that the issue of rate regulation was the topic of 
Meer concern. in particular, thesprovinces proposed amend- 
ments that would have left provisions such as "unjust dis- 
crimination" and "undue preference", as criteria for the 
Setermination of rates, in the Railway Act. In fact, specific 
amendments were proposed to strengthen these provisions. 
The maximum rate formula was to be amended to provide for a 
More liberal definition of the term "captive shipper", and 
to reduce the maximum rate that could be levied under that 
formula. Clearky, the intent of the amendments was to pro- 
tect those regions of the country (i.e. Western Canada) where 
the railways were in a monopoly position. The Prairie 


Provinces were concerned that the provisions of the maximum 





J Agee ishis, ba go? ad 
7) o : 7 . ae 







y 
"8S Sac) S Wome 


seni Youd Stee 
- oa 

¢ 

- 


 @ a0 thivorg 


~ oS i 


oane Sot Ai etam 


ras 
_— i Fr rT 
- 
Re 4 Any * a) 
= wy ce 
} ae 7% 6 
j 
Jeti ‘ 23 
oe i ia [aq ih 





i. mr” 
oiiat 4 f aey 
: ety 
: ne >20001g 
al plamso's Sat sud 


t2ay sat 19 ae ltialtsh) ae 





ee c Ao 
lias cane Stet gamle se) 
bn bs ; 7 


ee Pa 





oy : = .oe é LS oe = 


439 


and minimum rate formulae offered no protection for Western 
Canada. As a result, they attempted to have these pro- 
visions of the bill changed. 

The amendments proposed to Clause I ofethe ‘bak 
further illustrate the concern of Western Canada that a 
transportation system governed by the forces of competition 
would not operate in the best interests of the West. The 
amendments designed to eliminate the subsidy to the railways 
on the movement of grain merely restated the long-standing 
‘contention of Western Canada that the railways were not 
losing money on the movement of grain for export. In 
summary, these were the major amendments proposed by the 
Peairie Provinces. 
SECTION Il: CONSULTATIONS BETWEEN FEDERAL AND 
: PROVINCIAL POLITICIANS AND OFFICIALS 

This section of the chapter is devoted to a review 
of the nature and extent of the consultations and discus- 
sions between federal and provincial politicians and officials 
Seror to.the introduction of Bills C-120 and: C-~-231 into the 
House of Commons. Such a review facilitates an assessment 
of the consultative procedures employed by the federal 
government and isolates several variables that influence the 
degree of consultation between the ae levels of government. 
The concept of consultation as it has been defined in the 
literature written on co-operative federalism has many 
Meanings. Perhaps D. V. Smiley has defined the concept in 


the most precise manner. Writing in his book, Constitutional 
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Adaptation he Canadian Federalism since 1945, Smiley de- 
mines consultation as ". . . the process by which officials 
and public agencies, with some significant degree of both 
independent discretion and mutual interdependence, communi- 
cate to each other their respective perceptions of situations 
and their judgements of the appropriate way of dealing with 


nitO 


Miese situations. .. . 


We 1961 - 1963 

There were.numerous consultations between the pro- 
Winees and the federal government Prior to the introduc tion 
of Bill C-120 in September 1964, with the majority of them 
taking place prior to February 1963. It should be noted 
that it was at this time that the Diefenbaker tele iiae 
began to consider legislation to implement the recommenda- 
tions of the Royal Commission. While the majority of con- 
sultations occurred during this period, this does not imply 
that the Conservative Government was more willing to discuss 
the provisions of the bill with the provinces than was the 
feberal Government elected in 1963. In fact, Mr. A. V. 
Mauro recalled that despite the change in government there 
was no change in the attitude of the federal government with 
regard to consultations with the provinces. 

The consultations Weeeconi haved by the issue of 
rail line Roatiormeneile The issue of freight rates, and 
the proposed legislative provisions governing freight rates, 


received little or no attention. It is difficult to explain 
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the emphasis placed on the issue of rail line abandonment 
by federal and provincial politicians from Western Banta. 
There would appear to be two possible Senet p however. 
The Minister in the Diefenbaker caeemnre who was 
given the responsibility of consulting with the provincial 
governments from Western Canada and with other interested 
Props was the Honourable Alvin Hamilton. A review of Mr. 
meme con's speech preceding the introduction of Bill C-120 
reveals that his major concern was the impact that rail line 
abandonment would have on Western Canada. He placed very 
attic emphasis on the issue of freight rates or on the im- 
pact that the Commission's recommendations would have on 
Western Canada. It would appear that he believed that the 
implementation of the recommendations of the Royal Commis- 
Sion would remove the inequities within the repent rate 
Structure that were of concern to Western penadd Why 
Mr. Hamilton took this position is difficult to explain, 
but two possible explanations of his views exist. One is 
that Mr. Hamilton did not fully understand the recommenda- 
tions of the Royal Commission, and that he assumed that 
because Mr. MacPherson, the Chairman, came from Western 
Canada, the interests of Western Canada had been protected. 
A close reading of the conclusions of the Royal Commission 
reveals that Mr. Hamilton's assessment of the impact of “the 
recommendations on Western Canada was much too optimistic. 


Another explanation is that Mr. Hamilton saw the issue of 
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rail line abandonment as a more serious problem to Wester 
Ganada than the issue of freight rates. As a result, he 

was preoccupied with the drafting of legislative provisions 
that would protect existing rail lines in Western eee ak 

The second reason why federal-provincial discussions 

were preoccupied with the ee of rail line abandonment 

is that the Prairie Governments had not fully realized the 
impact that the recommendations dealing with freight rates 


oo) 


would have on Western Canada. As was indicated in Chap- 
ter VII, the initial response of the West to the recommenda- 
tions was favourable until the implications of the recom- 
mendations were fully realized. Actions of the Canadian 
Pacific and Canadian National Railways in the spring of 1962 
diverted the provincial governments' attention away from ae 
issue of freight rates to the issue of rail line abandonment 
when the railways began to announce that certain branch lines 
in Western Canada would be Aimeore mea For example, in 
Saskatchewan, the railways revealed that 53 lines, account- 
ing for 2,581 miles of track or 30% of the total mileage in 
the Province of Saskatchewan, were being considered for 
possible abandonment in the immediate future. In the fall 
of 1962, the Canadian Pacific Railway asked the Board of 
Transport Commissioners to hear applications for the abandon- 
ment of three lines in the Prairie Provinces -- one in each 


province. The railways continued their studies of branch 


line abandonment and, by August 1, 1965, the railways had 
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applied to the Board of Transport Commissioners to have 
Sy2> Miles of track or approximately 20% of the Ana 
Prairie trackage abandoned. 

The provincial governments, as well as organizations 
like the Wheat Pools, became increasingly concerned and 
mney began to exert pressure on the federal government in 
-an attempt to determine how the government was planning to 
implement the recommendations of the- Royal Commission on 
rail line abandonment. Clearly, ate chis Sarg Western 
Canada was more concerned about this issue than about the 
issue of freight rates. 

In the fall of 1962, the federal government met 
with representatives from the railways and the grain com- 
panies in Western Canada. The issue of rail line abandon- 
ment was discussed at the meeting and it was agreed that the 
federal government would introduce their legislation in the 
Spring of 1963. No details of the legislation were released 
nor was any commitment made by the federal government to 
Puarantee particular rail lines’ in Western Pore eel 

In December 1962, Premier W. S. Lloyd of Saskatchewan 
called the Regina Conference on the Rationalization of 
Piway Lines to "formulate a common policy with regard to 
the proposed plans for the railways foe massive abandonment 
of branch Lines in Western ey Oma He expressed the hope 
that the representatives would "agree upon recommendations 
which can be forwarded to the federal government as soon as 


hg 


possible”. The meeting was attended by representatives 
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from the three:Prairie Governments, as well as from the 
three Prairie Wheat Pools, the United Grain Growers, the 
provincial federations of agriculture, and representatives 
from Chambers of Commerce. The provincial government repre- 
sentatives reached an agreement "to request immediate 
consultation with the federal government respecting the 
problems of rail line abandonment and that pending such 
consultation further rail line abandonments or consideration 
of such be Re ores | 
aid «Ye non-governmental representatives reached an 


agreement on four main points: 


(1) to call for ancimmediate stop’ in the present 
piece-meal consideration of rail abandonment. 


(41) to urge from the federal government a clear 
statement of its acceptance of responsibility 
and of its intended policy. 


Mon) to call forsinitiation by the: federal, govern- 
ment of a planned rail rationalization program, 
the implementation of which includes immediate 
study to: take-into, account the general in- 
terests of the Canadian economy and the 
special interests of the transportation media, 
the Prairie sector and the agricultural 
industry. 


(iv) to recognize publicly the need for a rational- 
ization program and admission by each 
participating organization of responsibility 
to work towards solution of the problems. 51 
At the conclusion of the meeting, the non-governmental 
representatives agreed to invite the Western Members of 
Parliament to meet with them over the Christmas Parliamentary 


Recess to discuss the issue. This meeting was never con- 


vened because the federal government called a meeting of 
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representatives of the provincial governments from Western 
Canada, of the railways and of the grain industry for 

January 4, 1963 to discuss the question of rail line abandon- 
ment. The outcome of the Ottawa meeting was extremely 
important because the governments, the railways and the 

grain industry reached an agreement regarding rail line a- 
bandonment that remained in force until the legislation 
implementing the Royal Commission's recommendations was en- 
acted.-* The Agreement, known as the "Ottawa Moratorium", 
contained three major points: 

(i) that the railways would request the Board of 
Transport Commissioners not to proceed with 
either new or current applications for abandon- 
ment until new legislation was enacted or 
Parliament was dissolved. This came to be 
known as the moratorium or voluntary freeze 
on abandonments and it has been in continuous 

‘force since. 

(ii) that the government proposed to introduce 
legislation at the current [1963] session of 
Parliament providing for "a planned approach 
to rail line abandonment". 

(iii) that there is reason to expect that the pro- 
posed legislation will provide authority for 
the Board of Transport Commissioners in its 
regulatory function to take a longer-term 
view of the picture of individual branch 
lines, with power to defer abandonments on a 
planned basis. 
In addition, the federal government agreed to provide an op- 
portunity during the enactment of the legislation for the 
three Prairie Provinces to submit briefs to the federal 
government outlining their position on the various aspects 


ef the bill. 
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In August 1963, the three Prairie Wheat Pools met 
with the Transportation Committee of the federal ice re 
discuss the branch line question. The Wheat Pools recom- 
mended that new criteria should be used to determine when a 
rail line should be abandoned, and that other alternatives 
to rationalizing railways be considered such as joint operat- 
ing rights on lines and changes in the Ceeane Gs between 
railway aie 

Thus it can be seen that the sie Opes of the dis- 
cussions between the provinces, pressure groups and the 
federal government during the period from 1962 to 1963 re- 
garding the details ofeine legislation was confined to the 
issue of rail line abandonment. This was the issue of im- 
mediate concern to the West and it was on this issue that 


they attempted to influence the details of federal legislation. 


Be 1903-1964 

With the coming to power of the Liberal Party: in 
1963, the government began to consider the details of the 
legislation drafted by the Conservative Government. With 
regard to the nature of consultations between the provinces 
and:the federal government on the issue of freight rates, 
interviews with officials in the Governments of Manitoba, 
Saskatchewan and Alberta revealed that there were only 
limited consultations on this pees The Honourable 
Alvin Hamilton, speaking during the debate on the provisions 


Of Bill C-120 in the House of Commons in September 1964, 
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noted that since the Liberal Government had been in power 
there had been no consultations with the provincial govern- 
ments. in his opinion, the provinces had not been consulted 
since January 1963, and he noted that there: was growing con- 
¢ern in Western Canada over the absence of consultation. He 
urged the federal government to consult with the provincial 
governments with regard to any future amendments to the legis- 
Beion.-° 

In response to the charges by Mr. Hamilton that 
there had been no consultations with the provincial govern- 
ments, the Honourable George McIlraith, speaking on behalf 
of the Minister of Transport, noted that there had been ex- 
tensive consultations with the provinces during the drafting 
of the legislation, and that there was no need to brief them 
Mon the details of the legislation. In the Minister's words, 
fine provinces ". , OT ame already experts on the background 
information with regard to this complex bill. . noe 

During the proceedings of the Parliamentary Committee 
that examined the provisions of Bill C-120, Mr. J. R. 
Baldwin, Deputy Ne aie fer of Transport, revealed the nature 
of the consultations between the federal government, the 
provinces and the various groups prior to the drafting of 
the bill. He noted that the federal government had consulta- 
tions with all the provinces, with the exception of one, at 
both the ministerial and the official levels. Mr. Baldwin 


indicated that in some instances federal officials merely 
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informed the provincial governments ag to the intentions of 
meme tederal government. On other occasions, however, he in- 
dicated that there were discussions between the provinces 
and the federal government on various policy questions. He 
observed that the views of the provinces had been considered 
when the government was drafting the various provisions of 
the bill. The following excerpt from the Committee's pro- 
Beedings summarizes Mr. Baldwin's comments on the extent of 
consultations with the provinces: 


» . AS you can imagine, the very important 
nature of this document and the subject matter is 
Peecmetnat there has been .a great deal of public 
interest, and accordingly a great deal of consul- 
tative procedure, both in the period before this 
bill came into print, and even subsequently with 
Regard to the contents of the bill. : 

ee Virtually alil.of the provinces..— with 
possibly one exception - through various channels, 
Pouneatl ministerial-e and official level, have made 
representation to us or have discussed these mat- 
ters with us. In some cases the discussions have 
been largely on matters of clarification intended 
to inform them of what the legislation intended. 

In most cases they have been actual discussions 
involving comments and suggestions back and forth. 
We have not had any discussion at the municipal 
level, although I believe some representations 

were made to this committee at the municipal level. 
The wheat pools in the west have had direct con- 
tact with us on several occasions, and the North- 
west Line Elevator Company as well. The maritime 
transportation board, which is in effect the agency 
which represents the four Atlantic provinces has 
been our main channel of contact with the Atlantic 
provinces. Also, there has been communication 

from the Canadian Chamber of Commerce, the Canadian 
Manufacturer's Association, the Canadian Industrial 
Traffic League, and groups of business persons that 
are concerned. The Canadian Trucking Association 
has made representation to us, as well as the Rail- 
way Brotherhoods, the Dominion Marine Association, 
the.Coal Operators Association, and quite a sub- 
stantial number of individual companies which feel 
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their interests could be affected one way or the 
other. These range from, let us say, the Steel 
Company of Canada to other similar large corporate 
entities. In addition, of course, there are the 
railways, not only the C.N.R. and the Ce nae, PU 
also the Algoma Central and the Canadian and Gulf 
Terminal. All of them have been in at one point 
Or another. 

. » Their representations were taken into 
consideration both when the first legislation was 
drafted under the previous administration and 
they were taken into consideration again by the 
present administration and some changes were made 
in the legislation which has resulted in the pre- 
sent bill. The further representations they have 
made to us since are on other points and this is 
amatter for the minister to comment on and not 
myself.5 


This statement suggests that there was consultation 
with the provinces prior to the Giotto oe ew Ole bas) r= 
terviews with provincial officials in Western Canada lead 
Mme tO question the exact nature of those consultations. 

Pie iOnOuUra DLe er. C. Nanning and -BMr. J. .W.. Telford, 
Of the Alberta Freight Rate Bureau, indicated that there had 
been no meaningful consultations with the federal government 


ey, 


Meeor to the drafting of Bill cC-120. Mr. Manning revealed 
that the Alberta Government had attempted to obtain a draft 
copy of the bill. In his view, such a request was not un- 
reasonable in that this had been the practice followed on 
Many other occasions. The federal response was that the bill 
could not be released to the provinces until it was intro- 
duced in Parliament. Prior to the introduction of the bill, 
Mr. J. J. Frawley, representative of the Alberta Government 


in Ottawa, met on numerous occasions with officials of (ine 


Department of Transport in an attempt to gain information as 
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to the details of the bill. He did manage, on several oc- 
casions, to obtain Piet ota information that indicated 
that the federal government was considering the inclusion 
of certain provisions in the legislation of concern to 
Alberta. This information was sent to Alberta sal formal 
Jetters outlining Alberta's views were drafted and presented 
Memtne teaqeral government. In effect, there were no real 
consultations. The Alberta Government merely ee to 
rumours and made representations outlining Alberta's views. 

‘In an interview, Mr. R. Cope, one of the advisers 
to Mr. Pickersgill during the period from 1964 to 1966, sup- 
morted the contention of the Alberta Government that the 
consultations between federal and provincial officials were 
very limited. He noted that he had met with Mr. Frawley on 
several apeetleee but that the meetings were off the record. 
None of the provisions of the bill were revealed during the 
discussions but, in Mr. Cope's words, "I tested ideas on 
him and I may have shown him a draft copy of several clauses 
of the piri". 

Interviews with officials of the Governments of 
Manitoba and Saskatchewan revealed a similar situation to 
that outlined by Mr. Manning and Mr. a ae wie tiic.im 
portant to note, however, that Mr. A. V. Mauro, legal 
adviser to the Manitoba Government, left the impression 
during an interview that the relationships between federal 


officials and provincial officials in the Manitoba Government 
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during this period were much more conducive to the exchange 
of Pasae:°" For example, he recalled that the discussions 
With federal officials had left him with the impression 

that, while the provinces would not be placed in the posi- 
tion of actually drafting the legislation, they would be 

made aware of the federal position and would be given the 
opportunity to present their views to the federal government. 
This was perhaps the first indication that all the provinces 
had not been treated equally by the federal government during 
mhe consultations prior to the introduction of the legis- 
Hation into the House of Commons. 

Despite the assurances of the federal government 
that the legislation was only a draft bill, and was subject 
to amendment, provincial officials, in Alberta and Saskat- 
chewan in particular, were convinced that the policy 
enunciated in the bill had been approved by the Cabinet in 
its final form and that they would be forced to criticize a 
policy that was not subject to change. Thus, the provincial 
governments concluded that the major provisions of the bill 
would not be altered by the representations made to the 
Parliamentary Committee or to re Cabinet. An assessment 
of the nature of the revisions incorporated in the provisions 
Of Bill C-231 substantiates this lye he 

On the basis of available information documenting 
the extent of consultations between the provinces and the 


federal government prior to the introduction of Bill C-120, 
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it is evident that the federal government did not consult 
extensively with the provinces in the drafting of the pro- 
visions of the bill. The provinces were forced to obtain 
information from federal officials in an “off the record” 
fashion and to make representations to the federal govern- 
ment on the basis of rumors, myths and half-truths. The 
Only area where there was even limited consultation was on 
the issue of rail line abandonment. This consultation was 
precipitated by the attempts of the Canadian National and 
Canadian Pacific Railways to abandon considerable miles of 
trackage in the Prairies. Such action on the part of the 
railways was a source of concern in Western Canada and re- 
sulted in strong representations being made to the federal 
government from provincial governments and pressure groups. 
Clearly, in this situation, the federal government had no 
alternative but to consult with them. Had the railways not 
threatened to abandon such a large number of lines, it is 
questionable whether the federal government would have con- 


sulted with the provinces on even this issue. 


C. 1965-1966 


There were two major opportunities for consultation 
and discussion between federal and provincial politicians 
and peficials during this period -- the Federal-Provincial 
Conference of July 1965 and the discussions between officials 
during 1966. Each of cae events will be considered 


Separately. 
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1. @he Federal-Provincial Conference 


oe ne in 


of July 1965 
The only meeting of an official nature between 
eral and provincial politicians prior to'the introduction 
of Bill C-231 was the meeting between the three Premiers of 
ihe Prairie Provinces, Prime Minister Pearson, and Mr. J. W. 
Mersei11.°" The meeting was held after the July 1965 
Federal-Provincial Conference. Newspaper reports of the 
meeting indicate that een provisions of the bill were 
discussed. The Prairie Premiers reiterated their opposition 
to the provisions of the "captive shipper" clause and urged 
the federal government’ to alter the details of the bill 
“dealing with rail line abandonment. The final issue raised 
by the Premiers was the tax exemptions granted to the 
Canadian Pacific Railway on mainline property in Western 
Mamadian cities. The federal government was urged to remove 
these tax concessions to the Canadian Pacific Railway found 
in Bill C-120. The Premiers had raised this issue along with 
fae future status of the Crow's Nest Pass rates in letters 
to the Minister of Transport in 1964. In reply to these 
letters, Mr. Pickersgill promised that the government would 
take action on the tax exemptions and assured Western Canada 
that the Crow's Nest Pass rates on grain would not be re- 
moved. The Premiers used the meeting on July 19, 1965 to 
bring these issues to the attention of the federal govern- 


ment and to seek the assurances of the Minister that these 
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matters would be fier oaees Ser the revised bill. 

The- only formal agreement reached at the meeting 
was that officials would continue their discussions on the 
Brovisions of the “captive shipper" hers ie ineparticuwlar, 
fme "150% - 30,000 pounds" provisions and the definition of 
a captive shipper were to be isolated for attention. Be- 
ginning in January 1965, there were numerous discussions 
between the provinces and the federal government at the of- 
ficial level to discuss these matters. To assist them in 
the discussions, the Pee sere Provinces retained two experts 
Sethe field of transportation economics: Mr. George Borts 

and Mr. Ernest Williams. Both of these individuals had made 
representations to the Royal Commission on Transportation 
on behalf of the Prairie Provinces. The consultants advised 
the provinces that they could not assess the impact of the 
proposed maximum rate formula on the freight rate structure 
in Western Canada unless certain costing data was made 
Byailable to them. This was not an unreasonable request 
because it was virtually impossible to determine the impact 
of the maximum rate formula unless detailed costing data 

was released. 
| In April 1966, costing data was released by Depart- 
ment of Transport officials, but the consultants indicated 
that the information obtained from the federal government 
was not adequate. In June 1966, representatives of the pro- 
vinces met with officials of the Department of Transport in 


an.attempt to obtain additional costing information. The 
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provinces outlined in explicit terms the precise nature of 
the costing data that was needed by the consultants. How- 
ever, the federal government did not respond to this request. 
By september and October of 1966, letters Wore sent from the 
Meeal counsel of the three Prairie Provinces to the Deputy 
Minister of Transport, Mr. J. R. Baldwin, urging the federal 
government to release the costing information. By this 

time, Bill C-231 had been introduced into the House of 
Memmons. Clearly, discussions with federal officials at this 
juncture would have been meaningless. . 

The provincial governments were forced to take their 
ease to the Parliamentary Committee. Premiers Manning, 
Thatcher and Roblin sent telegrams to Prime Minister Pearson 
requesting that the costing material be released to both the 
Parliamentary Committee and to the provincial governments. 
The Prime Minister replied that such costing material could 
not be released on the grounds that the competitive advantage 
of each railway would be destroyed by such an action. If 
the provinces could provide a list of shippers who they 
anticipated would be severely affected by the legislation, 
the federal government would release costing data on those 
citric rates. Premiers Roblin and Manning, in response to 
Mr. Pearson's telegram, again urged the federal government 
to release the costing rae In their view, neither the 
provinces nor the Parliamentary Committee could assess the 


impact of the legislation without this costing information. 
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The federal government did not respond to provincial requests 
Bethe release of costing information and the ee 
the federal government to release the costing data severely 
limited the ability of the provinces to discuss the pro- 
Visions of the maximum rate formula with federal officials. 
In summary, there was limited consultation between 
the federal government and the provincial governments at 
the ministerial level. The provinces did not receive a copy 
of the bill until it was introduced into the House of Commons. 
Furthermore, the consultations never reached the point where 
the federal government revealed the precise nature of the 
amendments that they nee planning to introduce to the pro- 
Visions of Bill C-120. While there were more contacts at 
the official level, the majority of these meetings were 
"off the record" and there were no detailed discussions of 
the specific provisions of the bill. On issues such as the 
maximum rate formula, where the federal government had 
agreed to discuss the provisions of the legislation with the 
‘provinces, the provinces’ ability to discuss the matter was 
Severely limited by a lack of information. While the pro- 
‘Vineial governments did make representations to the federal 
government, in most instances these representations were 
Made without knowing precisely what speck aay: the federal 


government was proposing to introduce. 


D. Summation : 
The enactment of the National Transportation Act 


offers some insights as to the nature of the consultative 
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meoccdures employed by the federal government in areas of 
federal jurisdiction. These conelusions can be categorized 
under the following headings ~-- the Dessous orga hemi cderal: 
government, the channels of communication utilized by the 
federal government to consult with the provinces, and the 
factors that influence the degree of consultation between 


the two levels of government. 


1. Federal Position 
The federal government's attitude with regard to 
consultations with the provinces was revealed in an inter- 
view with the Honourable J. W. Pee During the 
course of the interview, Mr. Pickersgill Pridicated wie cane 
is a federalist who believes that the spokesmen for Western 
Canada at the federal level are the Members of Parliament 
from Western Canada, and not the Beeb ict governments ny 
Manitoba, Saskatchewan, and Alberta. He noted that if he 
had engaged in direct consultations with the provinces, he 
would have undermined the position of the Western Member of 
Parliament. While he had never formally requested the pro- 
vineces to consult with him or his officials with regard to 
fie details of the legislation, Mr. Pickersgill did indi- 
cate that his officials received the representations of 
the provinces on several occasions. For example, he recalled 
that he had discussed the general principles of the bill 
-with Premiers Thatcher Brida noplin. ol addition, -hajnoted 


that he had discussions with the Honourable D. Steuart, 
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Provincial Treasurer for the Province of Saskatchewan, with 
Mr. A. V. Mauro, legal counsel for the Manitoba Government, 
and with the President of the Manitoba Pool Elevators, Mr. 
Me Parker. Mr. Pickersgill recalled that he solicited the 
mews Of the three Prairie Wheat Pools with regard to the 
provisions of the bill dealing with the Crow's Nest Pass 
rates. While the consultations with the provincial Premiers 
of Manitoba and Saskatchewan, and with the Presidents of the 
three Prairie Wheat Pools were characterized by Mr. Pickers- 
Meritt as being “off the record discussions", he did indicate 
that they had provided, him with an opportunity to discuss 
Various provisions of the legislation with spokesmen from 
Western Canada who were in a position to convey the views of 
@eecern Canada to the federal government. 

Thus it can be seen that the attitude of the federal 
government as exemplified by Mr. Pickersgill was hardly con- 
ducive to extensive and in-depth consultations between the 
provinces and the federal government on the various provis- 
ions of the legislation. In summary, Mr. Pickersgill was 
very selective in his consultations with provincial officials 
and representatives of pressure eroups from Western Canada, 
and obtained only the views of those groups and individuals 
that he chose to listen to. During the debate in the House 
Of Commons on the provisions of Bill C-231, Mr. Pickersgill 
was questioned by Mr. J. A. Mongrain, Independent Liberal 


Member of Parliament for Trois Rivieres, as to the extent of 
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consultations between the two levels of government prior to 

\ 
me introduction of the legislation into the House of Com- 
mons. Mr. Pickersgill's response to this question summarizes 
ine attitude of the federal government with regard to the 
Mature and extent of consultations with the provinces. In 
Mart, he said: 


wees Lil were ithe premier of Manitoba or Quebec ~~ 
ana 1 am not likely to’ be either - but if I were, 
and if someone in the legislature said to me, "Did 
you first consult Ottawa before introducing this 
legislation that is exclusively within provincial 
merasaietvon: 2 would say “Of course not. It is 
Our Dusiness; it is not theirs." I feel the same 
way about legislation exclusively within yhe juris- 
myc chon Of parliamen®,tas “this vis. ..... 


Pee Discussions.at the Official and 
Political’ Level 





The Royal Commission on Transportation of 1959 af- 
Morded Western Canada with an initial policy input into the 
decision-making process. After the Report of the Royal 
Commission had been presented to the federal government, the 
opportunities afforded to the provinces to convey their 
Views to the federal government on the subject of freight 
rates were such that the provinces were forced to discuss 
the provisions of the legislation in a very general fashion. 

In summary, the channels of communication Ute 
by the federal government to solicit the views of the pro- 
Vinces minimized the opportunity for the proven fo convey 
their views directly to federal officials. In most instances, 


Western Canadian views were conveyed indirectly to the 
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‘federal government through the Report and Proceedings of 

the Royal Commission on Transportation, through the briefs 
presented by the provincial governments to the Parliamentary 
Committees that examined the legislation, and by Western 
Canadian Members of Parliament during the debate in the 

House of Commons onetheaprayistonssof Bidlec-231la0° While 
there were limited discussions between federal and provincial 
Bobiticians at the Federal-Provincial Conference in July 
1965, the provisions of the bill were pian in such 
general terms that the provinces were not certain as to the 
federal position on the issue of freigshterates. Furthermore, 
Phe discussions iat the political level occurred after the 
Cabinet had approved the general philosophy and the major 
principles of the legislation. Thus; thesargument that 
federal policy had not been finalized could not be used to 
justify plartieras government's refusal to discuss the 
details of the legislation with the provinces. 

While there were more extensive consultations at 
the official level, ies HisaoetOne again were limited by 
the lack of information on the part of the provincial of- 
ficials with regard to the details to federal policy and by 
the unwillingness on the part of the federal government to 
discuss any of the provisions of the bill in a detailed 
fashion. The majority of the discussions between federal 
and provincial officials were "off the record" and were of 


an unofficial nature. As a result, provincial officials 
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were continually attempting to determine the exact nature of 
ine federal proposals. Finally, the majority of the consul- 
Beions with the provinces at the official level occurred 
after the major provisions of the bill had been approved by 
mie Cabinet. During the course of the consultations, pro- 
Mincial officials became increas ingly aware .of the fact that 
the federal position had been finalized by the Ge vines and 
that the major provisions and the underlying philosophy of 


the bill were not subject to change or amendment. 


fea Factors That:intluence the Degree 


a a re rE EN ee ne eee AS 


of Consultation with the Provinces 

D., V. Smiley has noted four variables that influence 
the degree of consultation between federal and provincial 
officials -- the extent to which the federal and provincial 
participants can speak authoritatively for their respective 
Merrments, the extent to which federal and provincial of- 
ficials share a common frame of reference, the extent to 
which the federal and provincial officials are committed to 
the achievement of an agreement on a particular issue and 
not to the enhancement of the influence of their respective 
governments, and the extent to which each government is 
willing to include the policy objectives of the-other govern- 
ment within their own policy objectives. The consultation 
_between the two levels of government during the enactment 
of the National Trans portathort Act provides an occasion to 


assess the importance of these variables. 
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The most significant insight emerging from a review 
of the consultations between federal and provincial officials 
during the enactment of the National Transportation Act was 
the variations in the nature and the extent of consultations 
between the federal government and each of the Western pro- 
Winces. In short, each of the three provinces was not 
treated equally by the federal government during the consul- 
tations surrounding the enactment of the National Transporta- 
tion Act. For example, a series of interviews with federal 
and provincial officials involved in the enactment of the 
legislation revealed that there had been more extensive and 
in-depth consultations between federal and provincial of- 
ficials in the Provinces of Manitoba and Saskatchewan than 
there had been with officials in the Province of himee he ue 
There would appear to be three variables that influenced the 
degree of consultations between the three Prairie Provinces 
and the federal government: the personalities of the 
megeral and provincial politicians and officials involved in 
the discussions and the manner in which each group of of- 
ficials perceived the other group of officials; the political 
affiliation of the political leaders at the provincial and 
federal levels; and the policy objectives and bargaining 
techniques employed by federal and provinelal officials. An 
examination of these variables may provide an explanation 
for the preferential treatment on the part of federal of- 


ficials for particular provinces during the consultations 
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surrounding the enactment of the National Transportation Act. 


\ 


(a) Perceptions of Federal and 


ee en Venere a 


Province iabcOffieials: 

The working relationships that developed during the 
period from 1964 to 1967 between federal and provincial pol- 
iticians-and officials was a key factor in determining the 
extent and nature of the consultations between the two levels 
of government. For example, during the initial consultations 
between federal and provincial officials prior to the in- 
troduction of Bill C-120 in September 1964 and during the 
Federal-Provincial Conference of July 1965, federal and 
provincial officials were afforded the opportunity to exchange 
views and to assess the qualities and the capabilities of 
their federal or provincial counterparts. As the number of 
contacts between officials increased, both federal and pro- 
Vineial officials presumably began to develop mental images 
of their counterparts and to perceive their counterparts in 
a particular fashion. As a result, a number of the political 
actors at the provincial level came to enjoy the confidence 
and respect of their respective colleagues at the federal 
level and a working relationship emerged that was conducive 
to the exchange of information between the two levels of 
government. 

The limited consultations at the political and of- 
ficial levels vetuieehs the federal government and the Province 


of Alberta can be explained in part by an assessment of the 
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working relationship that developed between officials in 
Alberta md in Ottawa. In interviews with the Honourable 
J. W. Pickersgill and the Honourable E. C. Manning, it was 
apparent titat the two men had not enjoyed a working relation- 
ship that would have been conducive to the exchange of 
information and views between the two levels of eoyernman t (a 
Bor example, Mr. Pickersgill had little or-no respect for 
the political views of Mr. Manning nor for the philosophy of 
social Credit. Furthermore, he had no respect for the abili- 
ties of Mr. J. J. Frawley, the official designated by the 
Alberta Government to lead the negotiations with the federal 
government. On the ints hand, Mr. Manning indicated that 
he did not believe that Mr. Pickersgill was genuinely in- 
terested in soliciting the views of the provinces with regard 
to Bed ows provisions of the legislation and that he was 
merely soliciting their views as a gesture of courtesy. Thus 
it would appear that the working relationship that developed 
Bat the political level between Mr. Pickersgill and Mr. 
Hanning was not conducive to the exchange of information 
and to extensive consultations between the two levels of 
government. 

The working relationship at the political level in- 
fluenced the relationships that sae tease between federal 
and provincial officials. The feelings of distrust and in- 
Sincerity that had characterized Mr. Mannings view of 


mederal officials was extended to officiais of the Alberta 
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Government who were responsible for negotiating with their 
federal counterparts. Interviews with provincial and 
federal officials revealed that they shared the views of 


2 vend 
; Thus it is apparent that 


Mr. Manning and Mr. Pickersgill. 
discussions at the official level were influenced by the 
Mature of the relationship that had developed at the political 
@eyel. In«summary, the reece on the part of federal and 
provincial officials to develop a working relationship in 
which the sincerity and ‘the confidence of ene counterparts 
Was not questioned severely limited the exchange of views 
and information between the two levels of government. 

The working relationships that developed between 
officials of the Governments of Manitoba and Saskatchewan 
and officials of the federal government are in sharp contrast 
to the working relationship that developed between the federal 
government and the Government of Alberta. Ina series of 
interviews with Mr. K. Setter, Mr. G. Blair, and Mr. A. V. 
Mauro, it became apparent that the attitude of federal of- 
ae to their counterparts in the Provinces of Manitoba 
and Saskatchewan was more conducive to the development of a 
working relationship that would lead to a more meaningful 
exchange of information between the two levels of government. (7 
During the course of the interviews, they recalled that 
Premiers Thatcher and Roblin had enjoyed the confidence and 


respect of both Mr. Pickersgill and the federal officials. 
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In an interview with Mr. Pickersgill, he revealed that he 
had enjoyed a close nothing relationship with the ae 
Premiers and that they had discussed the provisions of the 
legislation at private meetings on SAD eee Lt 
was evident from Mr. Pickersgill's remarks that he had 
greater respect for the views of the Premiers of Manitoba 
and Saskatchewan than he did for those of the Premier of 
Alberta. | 

The relationships that developed between Mr. Pickers-~ 
gill and the Premiers of Manitoba and Saskatchewan influenced 
the nature of the relationships that emerged at the official 
level. For example, ate interviews revealed that there were 
more frequent and more extensive consultations between fed- 
@ral officials and officials of the Governments of Manitoba 
and Saskatchewan than there had been with the Alberta of- 
ficials. In addition, the federal government was willing 
to discuss its proposals in greater depth and detail with 
the officials from Manitoba and Saskatchewan than they were 
with the Alberta Bee Re For example, Mr. Mauro's | 
recollection of the consultations between the federal govern- 
ment and the Manitoba Government differ sharply from the 
Becollections of Mr. J. J. Frawley. .-Mn.. Mauro indicated 
that, in his view, the federal Boe nee gave Western 
Canada every opportunity to present their views and that the 


federal government had been genuinely interested in solicit- 


ing the views of Western Canada. On the other hand, Mr. 
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Frawley Petal led that the federal government displayed lit- 
tle interest in hearing the views of the West and that the 
federal -government did not attempt to incorporate their de- 
mands into the provisions of the legislation. Bhs iG Car 
be seen that the three Prairie Provinces were not consulted 
tO the same extent by the federal government during the en- 
mewment of the legislation and that one factor that deter 
mined the extent of Lae eal ce Oe was the working relationships 
that developed between the officials and ye politicians at 
the federal and provincial levels. It would appear that 
D. V. Smiley's contention that the extent to which federal 
and provincial officials have a common frame of reference 
and enjoy the confidence and respect of their counterparts 
are important variables influencing the nature and extent 
of consultations between the two levels of government. 

(b) Political Affiliation of Federal 

andyrrovineial Politicians 

A second factor that influenced the extent of con- 
Sultations between the federal and provincial governments 
mes the political affiliation of the federal and provincial 
politicians involved in the discussions. The strength of 
@ province's bargaining position with the federal government 
and the political affiliation of the governmental party at 
the federal and provincial level has been the subject of 
considerable debate. For example, C. B. Macpherson has 


noted that political parties at the provincial level perform 
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a unique function -- the articulation of provincial demands 
at the federal Meenas In Macpherson's view, this function 
meuto best be performed by political parties that were in- 
dependent of the two national parties. Further support for 
Macpherson's views are found in Stephen Muller's character- 
ization of the Canadian party system as having two distinct 


0? THIS. tine 


levels -- a national and a provincial level. 
balancing of centripetal and centrifugal forces within the 
@ederal system is institutionalized in the bargaining that 
occurs between the two levels of the party system. With 
the transformation of the federal system from classical to 
co-operative federalism, the importance of consultations 
Between the two levels of government has increased signifi- 
Memiuty. Thus, the role of the governmental party as the 
spokesman for provincial interests would seem to be 
enhanced. 

In a series of interviews with federal and provincial 
Breacials, it became apparent that the political affiliation 
of the political leaders in each of the three Prairie Pro- 
vVinces influenced the extent of consultations between the 
two levels of government, and the strategy employed by the 
provincial governments during their consultations with 
federal air biatuien te For example, in interviews with Mr. 
G.. Blair and Mr. J. W. Pickersgill, it was revealed that 


the political affiliation of Mr. Pickersgill and Mr. Thatcher > 
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was instrumental in the development of a working relation- 
ship that permitted an exchange of views between the 
saskatchewan Government and the federal pape cn ea In 
Mr. Blair's view, Mr. Thatcher concluded that, because the 
Liberal Party was in power both in Ottawa and in Regina, 
the best strategy for the Saskatchewan Government to employ 
during the consultations was to reject the adversary approach 
of openly confronting the federal government with its views 
at hearings of the Parliamentary Contessa and to work 
With federal officials at private meetings in an attempt to 
obtain the maximum number of concessions for Saskatchewan. 
Thus, in the case of Saskatchewan, the working relationships 
mhat developed between the two levels of government and the 
bargaining strategy employed by the provincial government 
were conditioned in large part by the political affiliation 
of the governmental parties in Ottawa and in Regina. 

With regard to the nature and extent of consulta- 
_tions between the federal government and the Government of 
Manitoba, it would appear that the difference in political 
affiliation did not limit the extent of consultations between 
the two levels of government. Mr. A. V. Mauro recalled that 
there had been close consultations between the Diefenbaker 
Government and the Roblin Government in the early 1960's 
when the federal government was considering the recommenda- 
tions of the Royal Commission on Teed eas tee When 
the Liberals came to power in Ottawa in 1963, Mr. Mauro 


noted that the relationship between the federal government 
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and the government of Manitoba did not change at either the 
Mermtuical or the official level. The absence of any change 
in the working relationship can be explained to a large ex- 
tent by Mr. Pickersgill's personal friendship with Mr. 
Roblin. In an interview with Mr. Pickersgill, he confirmed 
the explanation offered by Mr. Mauro and observed that, 
Mespite the difference in political affiliation of the 
governments in power in Manitoba and in Ottawa, there were 
closer consultations with the Manitoba Government than there 
were with the hee omen ae? Alberta. 

The Honourable E. C. Manning referred to the impor- 
tance of the political affiliation of the governmental parties 
at the federal and provincial eee ce He noted that the 
political affiliation of the governmental party in Ottawa 
Baden the provincial capital could influence both the ex- 
tent and the nature of consultations between the two levels 
of government. Mr. Manning observed that, while a provincial 
governmental party of the opposite political affiliation to 
the governmental party at the federal level may be fee 
feronser. position to: present, its views. to. the federal govern- 
ment in a more forceful manner, the provincial party may be 
unable to follow up its initial policy proposals through the 
political lines of communication that would be present if 
the party im Ottawa and the party in the province were of 
the same political affiliation. During an interview with Mr. 
'Pickersgill, it Haden evident that the political affilia- 


tion of the governmental party in Alberta influenced the 
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nature and the extent of consultations between the two 
\ 

levels of government. 

In summary, an analysis of the events surrounding 
moe enactment of. the National Transportation Act reveals 
that the political affiliation of the governmental parties 
at the federal and provincial levels influenced both the 
Macure and the extent of consultations between the two LRN SNS: 
@eecovernment. It should be noted, however, that the sim- 
mearity ofthe political affiliations of a3 federal and 
provincial parties did not Siro ee to any great extent the 
degree to which the federal government accepted the amend~- 
ments of the provincial governments. While there were more 
consultations between the federal nent and the Govern- 
ment of Saskatchewan during the enactment of the legislation, 
Seewsitiarity in the political affiliation of the parties 
aid riot persuade the federal government to accept many of 
the proposals advanced by the Government of Saskatchewan. 

A review of the events surrounding the enactment of 


the National Transportation Act indicates that there would 





appear to be a positive relationship between the frequency, 
the scope and the extent of consultations between the two 
levels of government when the governmental party is of the 
same political affiliation at the federal and provincial 
level. However, the nature of consultations between the 
Manitoba Government and the federal government during the 


enactment of the legislation suggests that, in instances 
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where the governmental party at the federal and provincial 
mevels are of different political affiliation, the personal 
relationships that develop between the respective HOLMeicaL 
leaders and their officials play a major more in determining 
the extent and the nature of the consultations between the 


two levels of government. 


(c) Policy Objectives and 
Bargaining Techniques 


The policy objectives and the bargaining techniques 
employed by the Prairie Provinces and the federal government 


during the enactment of the National Transportation Act in- 





fluenced the nature and extent of the consultations between 
the two levels of government. As noted earlier, Mr. 
Pickersgill calculated that those provisions of the bill 
establishing the criteria for the determination of freight 
rates were so complex that the average voter in Western 
Canada would re understand the issues involved nor take a 
great interest in the ese bees aes However, there were two 
issues where Mr. Pickersgill calculated that Western Canadian 
public opinion could be mobilized -- the issue of rail line 
abandonment and the Crow's Nest Pass rates. Thus, in the 
consultations with the provinces, Mr. Pickersgill indicated 
that he would be willing to accommodate the views of Western 
Canada on the two issues where public opinion could be a- 
roused to the point that the minority position of the 


federal government could be exploited. The provisions of 


the legislation establishing the criteria for the determination 
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of freight rates were, ae Pickersgill's view, not such 
an issue. Thus, in the consultations with the provinces, 
those policy recommendations proposed by Western Canada per- 
taining to freight rates were for the most part ignored by 
the federal government. 

The strategy employed by the Manitoba and Saskatche- 
wan Governments during the enactment of the legislation 
differed drastically from the bargaining strategy of the 
Alberta Peo eancntene For example, it would appear that the 
Manitoba and Saskatchewan Governments were aware of the fact 
that the provisions of the legislation establishing the cri- 
teria for the determination of freight rates was the one 
area where the federal government would strongly resist any 
major amendments to the legislation. In consultations be- 
tween the federal government and the Government of Saskatchewan, 
the officials of the Saskatchewan Government realized that 
it would be virtually impossible to have the major provisions 
of the legislation pertaining to freight rates amended. As 
a result, during the consultations with the federal govern- 
ment, the Saskatchewan Government attempted to have the 
federal government revise its position on the issues of rail 
line abandonment and the Crow's Nest Pass rates. Having 
obtained concessions on these issues and having had the 
federal government accept minor amendments to the provisions 
of the legislation establishing the criteria for the deter- 
mination of freight rates, the Saskatchewan Government 


realized that it had obtained all possible concessions. 
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The Government of Manitoba followed a similar strat- 
Bey in that they redlized that all their policy Bis aun res 
could not be achieved. As a result, the Manitoba Government 
concluded that in its consultations with the federal govern- 
ment, concessions on the part of the federal government on 
one issue would have to be traded for the acceptance of the 
federal policy position on other issues. Therefore, while 
the Governments of Manitoba and Saskatchewan had certain 
policy objectives that they hoped to achieve during the con- 
Sultations, they realized that all of their policy objectives 
could not be achieved. As a result, the federal government 
and the provincial Governments of Manitoba and Saskatchewan 
entered into the consultations with the attitude that there 
were certain policy issues where the provinces would demand 
changes in the legislation that the federal government would 
be prepared to accept. There were other policy issues, how- 
ever, where the federal position was not subject to change. 
In summary, the Governments of Manitoba and Saskatchewan 
entered into the discussions with the federal government in 
the hope that provincial policy objectives would be realized 
to the extent that a selected number of their policy pro- 
posals would be incorporated into the legislation. 

In contrast to the position of the Governments of 
“Manitoba and Saskatchewan, the Alberta Government entered 
into the discussions with the federal government with a 


number of specific policy objectives that federal officials 
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were not prepared either to peeaiee on or to change. The 
major issue of concern to Alberta was the criteria for the 
determination of freight rates. The issues of rail line 
abandonment and the Crow's Nest Pass rates were of secondary 
importance. The majority of Alberta's representations to 

the federal government centered on the question of freight 
rates. Many of the proposals advanced by Alberta were in 
direct conflict with the general principles of the legislation 
that had been approved by the Cabinet. When the federal 
government rejected Alberta's proposals, on the grounds that 
they conflicted with the general goals and philosophy of the 
legislation, the Alberta sees did not modify its posi- 
tion nor attempt to bargain with the federal government for 
less significant changes in the provisions of the legislation 
governing freight rates. Thus, it would appear that the 
bargaining strategy employed by the Alberta Government of 
establishing specific policy objectives that were not sub- 
ject to amendment limited the extent and effectiveness of 


consultations between the two levels of government. 


(d) Summation 

The strategies employed by the three provincial 
governments lends support to Smiley's contention that the 
nature and extent of consultations between federal and pro- 
vincial governments will be influenced by the degree to 
which each level of government Cacernere tee the objectives 


Of the other as part of its own policy priorities. In the 
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case of the Governments of Manitoba and Saskatchewan, it was 
recognized that all their policy objectives could 2 
achieved. As a result, they attempted to gain particular 
concessions from the federal government by accepting the 
fact that certain federal policy positions were not negoti- 
able. The Alberta Government, on the other hand, totally 
rejected the federal position on the issue of freight rates 
and demanded amendments to specific provisions of the legis- 
lation that, in the view of the federal government, were not 
negotiable. In short, the Alberta Government failed to 
comprehend the federal strategy during the consultations. 

ineconcilusion,-ry appears that all.‘three variables 
-- the working relationships that developed between federal 
and provincial politicians and officials, the political af- 
filiation of the parties in power at the federal and the 
provincial levels, and the bargaining strategy employed by 
the federal and provincial governments -- influenced the 
nature and the extent of consultations between the two 
levels of government. 

The Governments of the three Prairie Provinces in- 
_ jected their views into the decision-making process by 
presenting briefs to the Parliamentary Committee that 
Bec ined the provisions of Bill C+231 and through discussions 
with federal officials. In retrospect, it would appear that 
there is a relationship between the content of the briefs 
submitted by the three provincial governments to the Parlia- 


Mentary Committee and the nature and the extent of the 
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consultations with federal officials. For example, the 
Government of Alberta, having had the majority of a 
recommendations dismissed by federal officials during the 
consultations, placed great emphasis on the discussions that 
took place in the Parliamentary Pon Gees Furthermore, the 
rejection of, or the failure to comprehend, the bargaining 
strategy employed by the federal government with regard to 
those features of the legislation that were negotiable led 
the Alberta Government to emphasize in their briefs those 
recommendations that had been dismissed by federal officials 
Guring the consultations. On the other hand, the Govern- 
ments of Manitoba and sel pesgaue aa were more successful in 
conveying their views to the federal government during the 
consultations. Furthermore, they recognized and accepted 
the federal position that certain provisions of the legisla- 
tion were not subject to revision. As a result, the 
Governments of Manitoba and Saskatchewan attached less im- 
portance to the discussions that took place before the 
Parliamentary Committee and their briefs to the Committee 
were moderate in tone. Thus, it would appear that there is 
a direct relationship between the content and the tone of 
the briefs submitted by each of the Prairie Governments to 
the Parliamentary Committee and the nature and the extent 
of the consultations between ee province and the federal 


government. 
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SECTION IiTt; THE ACCOMMODATION OF PROVINCIAL 


INPUTS -- AN ASSESSMENT : 
A review of the briefs submitted by the Provinces 


of Manitoba, Saskatchewan, and Alberta reveals that the pro- 
visions of the maximum rate formula and the obligation on 
the part of the Canadian Transport Commission to Ben AA 
costing information were the two most important issues in the 
view of Western Canadians. Increasingly, the provinces be- 
came convinced that the criteria used to define a captive 
shipper offered no protection to Western Canada. Throughout 
the Committee hearings, as well as in discussions between 
federal and provincial officials, the Prairie Provinces at- 
tempted to extract concessions from the federal government 
that would lead to revisions in the maximum rate formula. 
During the hearings of the Committee, it became evident to 
the three Prairie Provinces, and to Manitoba and Saskatchewan 
in particular, that the federal government would not revise 
those sections of the legislation. The Government of Alberta, 
however, continued to exert considerable pressure on the 
federal government to revise the provisions of the maximum 
rate formula. 

| The representations made by the railways and the 
federal government to the Parliamentary Committees did 
nothing to assure the provincial governments that the maximum 
rate formula would provide adequate protection for Western 
- Canada from the monopoly position of the railways. Both 


the railways and the federal government expressed the view 
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that the maximum rate formula, and the captive shipper pro- 
visions of the bill, would seldom if ever be used. The 
forces of competition would ensure that each shipper would 
Receive a fair and equitable rate from the railways. 

The second issue that was of particular concern to 
Western Canada was the inclusion in the bill of ja -—provis fon 
that did not obligate the Canadian Transport Commission to 
release costing information obtained from the railways. The 
provincial governments, as well as the Members of Parliament 
from Western Canada, attempted to force the federal govern- 
ment to release this costing information to the Committee. 
The central thesis of their argument was that it would be 
impossible to assess the impact of the proposed maximum rate 
ae without adequate costing data. In addition, without 
adequate costing data, it would be impossible for shippers, 
Sho were considering applying for captive shipper status, to 
determine if they should proceed with their application. 

The Crow's Nest Pass rates were not the subject of 
amajor debate at the hearings of the Parliamentary Committees. 
While the rates would be reviewed after three years to deter- 
Eine their compensatory nature, the provincial governments 
had received assurances from the federal government that 
the statutory rates on grain and grain products would remain 
within the jurisdiction of Parliament and would not be 


2 altered. 
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The provincial governments supported: the creation 
of the Canadian Transport Commission. As a result, there 
was little debate on this issue. While the fusion of the 
regulatory and research functions, and the personnel of the 
Commission, were referred to by the provinces, these issues 
ered not detract their attention from the major issues: the 
maximum rate formula, the release of costing information, 
and the abandonment of rail lines. These were the provisions 
Of the bill that, in the opinion of the provinces, should 
be amended before the bill was enacted. 

A review of the provisions of Bill C-231 and the 
National Transportation Act reveal that the major policy 
proposals of the provincial governments of Western Canada 
mere NOt incorporated into the final policy output. Thus 
Oneé-is forced to conclude that the provincial governments 
were unsuccessful in having their inputs incorporated into 


the legislation. 
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FOOTNOTES 


TRamonton Journal, September 25, 1964. 


etbid 


ae.@ 
—— - 


PInterviews with Mr. J. W. Telford and the Honourable 
me C. Manning. 


Sy itnipes Free Press, eee L?  TEQGU, 
pEbid<, | 
Srbid.. 

?Regina Leader Post, August 30, 1966. 
roid. | 


Pr pias 


1Onnis Committee is hereafter referred to as the 
Parliamentary Committee of 1965. 


tl oanada, Parliament, Minutes of Proceedings and Evi- 


dence, Standing Committee on Railways, Canals and Telegraph 


Lines (House of Commons), 2nd Session, 26th Parliament, 
(1964-1965), No. 12, p. 746. These documents will hereafter 


be referred to as the Parliamentary Committee Hearings (1965). 
12parliamentary Committee Hearings (1965), No. 12, 


p- 746. A review of thenroceedings of the Committee revealed 
that it was dominated by Members from Saskatchewan and Al- 
berta. For example, there were seven Members from 
Saskatchewan: Mr. A. C. Cadieu (Meadowlake); Mr. R. Cantelon 
(Kindersley); Mr. N. Korchinski (Mackenzie); Mr. J. E. 

Pascoe (Moose Jaw-Lake Center); Mr. R. Rapp (Humboldt- 
Melfort-Tisdale); Mr. R. Southan (Moose Mountain); and Mr. 

C. 0. Cooper (Rosetown-Biggar). There were four Members 

from Alberta: Mr. D. Gundlock (Lethbridge); Mr. L. Kindt 
(McLeod); Mr. T. Nugent (Edmonton-Strathcona); and Mr. H. A. 
Olson (Medicine Hat). There was one Member from Manitoba: 
Mr. G. Muir (Lisgar). 
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13 onis Committee will hereafter be referred to as the 
Parliamentary Committee of 1966. 


LtMembership of the Committee is foumd in Canada, 
Parliament, Minutes of Proceedings and Evidence, Standing 
Committee on Transport and Communications (House of Commons), 
Bau seseion, 27th Parliament, (1966), No. 23. These docu- 
ments will hereafter be referred to as the Parliamentary 
Committee Hearings (1966). The Members of Parliament from 
Western Canada on the Committee were: Mr. R. Cantelon 
(Progressive Conservative, Kindersley); Mr. J. Horner 
Progressive Conservative, Acadia); Mr. H. A. Olson (Social 
Credit, Medicine Hat); Mr. E. Schreyer (New Democratic, 
Springfield); Mr.'L. R. Sherman (Progressive Conservative, 
Winnipeg South); Mr. R. Southam (Progressive Conservative, 
Moose Mountain); Mr. J. E. Pascoe (Progressive Conservative, 
Moose Jaw-Lake Center). 


“Brief of the Province of Alberta to the Standing 
Committee on Transport and Communications, Parliamentary 


Committee Hearings (1966), No. 39, pp. 2807-2821. Details 


in succeeding paragraphs were taken from this brief. 


lOnniet of the Province of Saskatchewan to the Standing 
Committee on Transport and Communications, ibid., No. 32, 
Ppp. 2236-2261. Details in succeeding paragraphs were taken 
from this brief. 


eriet of the Province. of Manitoba to the Standin 
Committee on Transport and Communications, Lbid..niNa. 83, 
fe 2628-2701. Details in Succeeding paragraphs were taken 
from this brief. 


185 niet of the Provinces of Manitoba, Alberta and the 
Maritimes to the Standi Committee on Transport and Com- 
Munications, ibid., No. 40, pp. 2887-2902. Details in 
Succeeding paragraphs were taken from this brief. 


T9tpid., p. 2899. 


20 parliamentary Committee Hearings (1965), No," 12, 


Pp. 750-752. 


“l>roposals of the Maritimes Transportation Commission 
representing the Provinces of Nova Scotia, New Brunswick, 


Prince Edward Island and Newfoundland and the Provinces of 
Manitoba, Saskatchewan and Alberta for Amendments to Bill 


€-120 and Memorandum of Amendments to Bill C-120, Ottawa, 
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Wpril 2, 1965, pp. 8-9. This brief will hereafter be re- 
merread to as the Brief of the Provinces. 


. 22arief of the Alberta COFeCOMCME yOD ec Cl bs seDD.s 
2750-2751. | 

23 zrief of the Saskatchewan Government, Oley eee Sry) elit 
2240. ae 

24 


Brief of the Manitoba Government, op. cit., pp. 
2651-2652. . 


2 Parliamentary Committee Hearings (1965), No. 12, 
oe 752-754. 


26p.r1iamentary Committee Hearings (1966), No. 23, 
p- 1668. 


2? ariet of the Provinces, pp. 1-2. 


Borer aneneery Committee. Hearings (1965), No. 12, 
p-. 749. 


29 ariefs of the Provinces of Manitoba, Saskatchewan, 
mma Alberta, op. cit.. 


relegram from Premiers Manning, Thatcher, and Roblin 
to Prime Minister Pearson, September 15, 1966, Exhibit A-1l. 


3loriet of. the. Provinces, op. cit... 


oe telegram from Prime Minister Pearson to the three 
Prairie Premiers, October 5, 1966, Exhibit A-1l. 


33nelesram from Premier Roblin to Prime Minister 
Pearson, October 7, 1966, Exhibit A-12. 


ei mevezcam from Premier Manning to Prime Minister 
Pearson, October 12, 1966, Exhibit A-12. 


J5Brief of the Provinces, pp. 7-8. 


enter of the Alberta Government, op. cit., pp. 2809- 
2010. 
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3’arief of the Saskatchewan Government, op. cit., pp. 
2241-2242. 


38 4 summation of the proposed amendments is found at 
Sree conclusion of the Brief of the Provinces. Details in 
succeeding paragraphs were taken from this.summation. 


37tpid., p. le 


EoD. V. Smiley, Constitutional Adaptation and Canadian 
Federalism since 1945 (Ottawa: Queen's Printer, 1970), 
elie. 
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Interview with Mr. A. V. Mauro on September 30, 1971. 


FCenada, Parliament, Parliamentary Debates (House of 
Commons), 2nd Session, 26th Parliament, (1964-1965), Vol. 
VIII, pp. 7984-7987. Mr. Hamilton documented the consul- 
tations between the Conservative Government and the Prairie 
Provinces. Additional information was obtained from a 
Speech by Mr. R. Phillips, Research Director of the Saskat- 
chewan Wheat Pool, to the Annual Meeting of the Wheat Pool 
in 1970, entitled "A Decade of Railway Rationalization". 


eeenada, Parliament, Parliamentary Debates (House of 
Commons), 2nd Session, 26th Parliament, (1964-1965), Vol. 
VIII, pp. 7982-7987. 


eereicreiew WoC WE spe Ae Oe. Mauro. 


*Sthis explanation was advanced in interviews with Mr. 
mew. Platt, Mr. J. W. Telford, and the Honourable E. C, 
Manning. . é 


6c eech of Mrack. --nillips. Details in succeeding 
Paragraphs were obtained from this speech. 
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55Interviews with the Honourable E, C. Manning and 
Mee J. W. Telford. 


Ser anada, Parliament, Parliamentary Debates (House of 
Commons), 2nd Session, 26th Parliament, (1964-1965), Vol. 
VIII, pp. 7984-7987. 


—— 


Commons), 2nd Session, 26th Parliament, (1964-1965), Vol. 
meer, p-. 8530. 


eeriiamentary Committee Hearings (1965), No. 12, 
p. 758. 


5’ canada, Parliament, Parliamentary Debates (House of 


ee ious With?’ Mr. g. Ws Telford and the Honourable 
E. C. Manning. Details in succeeding paragraphs were taken 
from these interviews. 


Bor atérview with Mr. R. Cope, September 9, 1971. 


ere ay Bae WRU MEMO eVeemauro, Nr. Ge. Blair, and 
meee kK. Setter. 
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Interview with Mr. A. V. Mauro. 


4 this point is explained in greater detail at the 
conclusion of the chapter. 


Setails of the July 1965 meeting were obtained in 
interviews with the Honourable E. C. Manning and with Mr. 
J. W. Telford, and from newspaper clippings from the 
Edmonton Journal of July 21 and 31, 1965. 


oSpetails of the meetings between federal and provincial 
officials are found in telegrams from Prime Minister Pearson 
to Premiers Manning, Thatcher, and Roblin of October 5, 1966; 
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from the Honourable J. W. Pickersgill to the three Prairie 
Premiers of October 20, 1966; from Premier Roblin to Prime 
Minister Pearson, October 7, 1966; and from Premier 
Manning to Prime Minister Pearson, October 12, 1966. See 
also a telegram from the three Prairie Premiers to Prime 
Minister Pearson of September 16, 1966, and a letter from 
Mr. A. V. Mauro, Mr. J. J. Frawley, and Mr. G. Blair to 
Mr. J. R, Baldwin, Deputy Minister of Transport, of 
September 14, 1966. These documents appear as Exhibits 
ie A-l2 in Parliamentary Committee Hearings (1966), 
No. . 


orn response to Prime Minister Pearson's telegram, the 
Premiers of Manitoba and Alberta urged the federal govern- 
Ment to release the costing data. Premier Thatcher of 
Saskatchewan did not reply to Mr. Pearson's telegram. An 
explanation of this may be that Premier Thatcher communicated 
his views informally to the federal government. This would 
have coincided with Saskatchewan's general position to rely 
on political lines of communication to convey its views to 
the federal government. 


S7 Interview with the Honourable J. W. Pickersgill, 
September 9, 1971. 


ee enada., Parliament, Parliamentary Debates (House of 
Commons), lst Session, 27th Parliament, (1966-1967), Vol. 
mir, p. 11637.. 


695, Medea Ne Viet Desh. 5 DD e- sL1L 2-113. 


Binteryiews Withee Mra A Ve iMauro, Nie. :G. Blair, Mr. 
Beeoetter, Mr. J. J. Frawley, Mr. J. W. Telford, and the 
Honourable E. C. Manning. 


“linterviews with the Honourable E. C. Manning on 
July 8, 1971 and with the Honourable J. W. Pickersgill. 


2 Interviews with Mr. J. W. Telford; Mr. J. J. Frawley 
on September 8, 1971; with Mr. R. Cope on September 9, 
1971; and with Mr. H. Arbique on September 7, 1971. 


Se rrrterai cwa with Mr. K. Setter, Mr. G. Blair and Mr. 
A. V. Mauro. 


interview with the Honourable J. W. Pickersgill. 
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?Stnterviews With Mr. J. W. Welford, Mr. J. 7% Frawley, 
Meeere oetter, Mr. A. V. Mauro, and Mr. @. Blair. 


76q, B. Macpherson, Democracy in Alberta (Toronto; 
University of Toronto Press, 1953). 


??otephen Muller, "Federalism and the Party System in 
Canada", in J. P. Meekison, ed., Canadian Federalism: Myth 
Seereality? (Toronto: Methuen,.1968), pp. 119-135... 


MT ranriews with the Honourable E,. C. Manning, Mr. 
J. W. Telford, Mr. J. J. Frawley, Mr. K. Setter, Mr. A. V. 
Mauro, Mr. G. Blair, the Honourable J. W. Pickersgill, and 
Mr. R. Cope. 


saya eset wWioh Mr, G. Blair. 


SS tnterview with Mr. A. V. Mauro. 


Bmatery ay with the Honourable J. W. Pickersgill. 


Soinerview with the Honourable E. C. Manning. 
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Interview with the Honourable J. W. Pickersgill. 


Bo nhe strategy of the Manitoba, Saskatchewan, and Al- 
berta Governments during the enactment of the National 
transportation Act was revealed in interviews with Mr. J. W. 
meat0rd, the Honourable E. C. Manning, Mr. J. J. Frawley, 
Mr. K. Setter, Mr. G. Blair, Mr. A. V. Mauro, the Honourable 
OeeW. Pickersgill, and Mr. R. Cope. . 
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CHAPTER X 


WESTERN CANADIAN POLTCY INPUTS 


-- PRESSURE GROUPS 


The second input of Western Canadian views into 
the decision-making process was the representations made 
to the Parliamentary Reem te et that examined Bills C-120 
and C-231 by various pressure groups from Western Canada. 
The objective of this chapter is to review the nature of 
the representations made by the pressure groups and to 
assess the extent to which their views were accommodated 
in the final policy output. 

BECTION I: THE NATURE OF THE REPRESENTATIONS 
TO THE PARLIAMENTARY COMMITTEES 

A reading of many of the briefs submitted by the 
pressure groups from Western Canada revealed that many of 
their concerns were largely eee Huel in nature and they 
failed to deal with many of the major issues raised by the 
provincial governments in their priefs.- For example, the 
business groups were largely concernéd with the improvement 
of transportation facilities in particular communities. 
Despite these parochial concerns, the briefs submitted to 


the Parliamentary Committees indicated that there were 
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Several recurring issues of concern to both business and 
farm groups -- rate regulation, the Crow's Nest Pass rates, 
costing procedures, the structure of the Canadian Transport 
Commission, the goals of transportation policy, and in- 
equities in the freight rate structure. Each of these 
issues will be considered separately. Because the content 
of the representations did not vary significantly, the 
briefs of the pressure groups to the two Parliamentary Com- 


mittees will be considered simultaneously. 


1. Rate Regulation 


(a) Farm Groups 
The only farm group to present a brief to the Parlia- 


Mentary Committee that examined the provisions of Bill C-120 
was the National Farmers' Union. While the brief contained 
detailed arguments on the status of the Crow's Nest Pass 
rates, and on the objectives of transportation soit there 
were only passing references made to the criteria for the 
determination of rates. The National Farmers' Union opposed 
any attempt by the government to remove the legislative re- 
strictions that had been placed on the railways. Any 
legislative provision designed to restrict the power of the 
Board of Transport Commissioners was opposed by the National 
Farmers' Union on the grounds that the determination of rates 
was too important a queeeccn to be left to the discretion of 


the railways. The following quotation from their brief 


ae 


. ~ 
iW 
J , - 
mais os 
~ as — aoe 
ies ge" % 7; 
See r - ¥ en} -w ie 
) ~~ oe a 5 \ 
} > ‘os oa? 
fo fees” moe | 
e'remr 









tue Snaodvs! eet. -yReder Bos 10EF 
fe Od ‘aig urscevog — yo t¢ 

ed: 2 Degal - ies bes tedz" 

: o> - Ba Neg. si? Poltrres ‘e b2h5ieebh eer 


_ihtala et “wey “qf Sweety la ala ome iment Bb roger 
: “Nw = © & 
"h dete aE 4" 


. 


a 7 





summarizes their position: 
wo. »« We reject those proposals in Bil] C-~120 which 
weaken the powers currently held by the Board of 
Transport Commissioners - that is Seetion 15 of 
the Bill. We submit that the fixing of freight 
rates is too important a matter to be left to the 
@recretion-of rallway:companies. . « «3 

The Alberta, Saskatchewan and Manitoba Wheat Pools 
‘submitted briefs to both Parliamentary Cemieeee ee The 
Wheat Pools supported the <acietiatets of the three Prairie 
Provinces with regard to the revisions in the maximum rate 
formula and noted that the references in the Railway Act to 
"unjust discrimination" and "undue preference" should be re- 
tained as criteria for the determination of rates. Any 
Maximum rate formula enacted should, in the Wheat Pools' 
view, ensure that rates would not be higher than those 
levied at the present time. 

A brief presented by the Branch Line Association 
of Western Canada to the Parliamentary Committee studying 
the provisions of Bill C-231 made reference to the maximum 
rate ela. 2 The Association expressed the view that the 
formula failed to provide adequate protection to Western 
nada from future rate increases. For example, the 150% - 
30,000 pounds provisions of the bill could result in higher 
freight rates and the definition of a captive shipper found 
in the bill was too restrictive and could exclude many 
shippers of bulk commodities in Western Canada that were in 
fact captive of the railways. Finally, in the Association's 


view, there were too many obstacles for a shipper to overcome 
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before he could obtain captive shipper status. 

The three Prairie Wheat Pools and the Branch Line 
Association questioned how the term "public interest" found 
in Section 317 of the bill would be defined by the Canadian 
Transport Commission. The obligation on the part of the 
individual to present a prima facie case before the Commis- 
sion would undertake an investigation limited the effective- 
mess of this section as a criterion for the determination of 


rates. 


(o) Business Groups 


The Coal Operators' Association of Western Canada, 
the Canadian Manufacturer's Association, and the Canadian 
M@mdustrial Traffic League presented briefs to the Parlia-_ 
mentary Committees that contained recommendations pertaining 
to the maximum rate ee For example, the Coal 
Operators' Association noted that the 150% - 30,000 pounds 
provisions of the clause offered no protection to the cap- 
tive shipper. In fact, statistics were presented by the 
Association to Sllustrate that the rate on coal, of $5.13 
per ton, would increase to $7.45 per ton when the maximum 
rate formula was seins 6 The calculation: of*costs on the 
basis of the 30,000 pounds figure, in the Association's 
view, would greatly inflate variable costs and would bear 
no reasonable relationship to the actual variable costs 


involved in moving the good. 
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The Canadian Industrial League supported the general 
philosophy of removing legislative restrictions imposed ion 
the PeWarra te However, the provisions of the maximum rate 
formula were criticized on the grounds that the rates cal- 
culated under the formula.could ultimately be higher than 
existing rates. In addition, the League noted that the 
formula was too rigid and did not take into account factors 
such as the type of commodity being moved when calculating 
the rate. It was recommended that the sdting of rates for 
"captive shippers" be determined by the Canadian Transport 
Commission. In the League's view, the Commission was in the 
best position to consider all relevant factors and to pre- 
Scribe a satisfactory_rate. In short, the League was not 
concerned with the legal definition of a "captive shipper". 
Their main concern was that an appeal board such as the 
Canadian Transport Commission be empowered to consider ap- 
peals by shippers who were unable to negotiate a reasonable 
rate with the railways. 

The Canadian Manufacturer's Association endorsed 
the general philosophy of the bill. In particular, they 
Supported the view that the railways should be free to meet 
competition from other modes of transportation, and that 
"unjust discrimination" and simguetaedterdneer as criteria 
for the determination of rates be eliminated from the Rail- 
way Act. The effectiveness of the maximum rate formula was 


dependent upon the development of adequate costing 
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regulations by the Commission. The 150% - 30,000 pounds 

; \ 
provisions of the clause were considered "unrealistic" 
figures for calculating maximum rates. Statistics were pre- 
sented to illustrate that the application of the maximum 
rate formula would result in higher freight rates. . For 
example, erate of $2.68 per ton when calculated under the 
maximum rate formula would increase to $18.22 per ton, 
while a rate of $3.20 per ton would increase to $28.65, 
In the Association's view, these provisions offered no pro- 
tection to the shipper of low-value bulk commodities such 
Se grain, coal, potash, and iron ore. 

The Association proposed that the 150% - 30,000 
pounds provisions be removed and that the Commission be em- 
powered to determine "a just and reasonable rate for cap- 
tive shippers". No specific directions should be given to 
the Commission regarding the calculation of "just and 
reasonable" rates. This was to be left to the discretion 
of the Commissioners. The Manufacturer's Association indi- 
cated that the definition of a "captive shipper" as outlined 
in the legislation was inadequate. In their elem a cap- 
tive shipper was "any shipper in any section of the country 
whose traffic is of such character that it is uneconomic to 
move by any other form of transportation than by poate ad 
They proposed that a more liberal definition of a captive 


shipper be included in the legislation. 
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The provisions of Section 317 of Bill C-231 were 


Beecrred tO in the briefs of the two Associations. In each 


‘instance, they noted that the term "publie interest" did 


not provide any protection to the shipper. It was proposed 


that the term "public interest" be amended to read "public 


and private interest". Such an amendment would provide 


greater protection to specific shippers and localities. 


(c) The Response of the Railways 


Neither the Canadian National nor the Canadian 
Pacific Railways had presented briefs to the De neaeane 
Committee that examined the provisions of Bill C-120. The 
official reason given by the railways was that they would 
present their arguments to the Committee at a later date. 
Perhaps a more accurate explanation is that both the rail- 


Ways were satisfied with the provisions of the bill as it 


had been drafted by the federal government. Furthermore, it 


would appear that the railways were reluctant to express 
their views on the provisions of Bill C-120 until the pro- 
vinces had made their position known. + should be noted 
that the provinces were not in a position to convey their 
Views to the Committee when it was receiving briefs from 
other Sa groups. With the ‘introduction of Bill 
C-231 into the House of Commons and its subsequent referral 
to the Parliamentary Committee for detailed study, both the | 


railways and the provinces submitted lengthy briefs to the 
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Committee suggesting certain revisions in the legislation. 


The Canadian National Railways’* 

The Canadian National Railways in their brief to 
the Parliamentary Committee supported the ey philosophy 
Meecne bili that all legislative restrictions on the rail- , 
ways be removed. On several occasions during the hearings, 
officials of Canadian National indicated that greater free- 
dom on the part of the railways to set rates did not 
automatically mean higher rates. The following quotation 
from the Canadian National's brief summarizes the railway's 
support for the maximum and minimum rate formula: 

» - « What competitive freedom means to ae is the 
ability of the railway to compete on a fair basis 
mor ache stransport of goods “in iGanada. We ask for 
nothing more and expect nothing more. The company 
for its part will use the freedom judiciously in 
an endeavour to give to the country the lowest 
cost and the most economic transportation possible. 

The Canadian National Railways proposed only minor 
amendments to the maximum rate formula. In addition, the 
railway made no comments regarding the criteria that should 
be used to determine when a shipper was captive within the 
meaning of the bill. However, Members of Parliament from 
Western Canada questioned Mr. Donald Gordon, President of 
Canadian National, on the railway's definition of a captive 
shipper. Mr. H. A. Olson attempted to have the railway admit 
that there was no Senate or alternative mode of trans-_ 


portation available for moving products such as steel and 


farm machinery into Western Canada, and that producers in 


= 








me 
ui. of 
2 ~ = 
Zz : 
t 5 Fs 4 mPa“ 
{ere Hoe oe’ 
t geo fiw pre 
= a ¢ Ss 
- ° 4 a 
% 5 z f 
Pat « =» ob 
4 Si au 
ia T. fase mr =] f 
ri f wisseT snares 
, ~ is ~ a 
me TS ae pe AGW nie oF 
+ cmens fens: | Seynwot Sc say ane 
Re i: 30 vistgel yseyeweH <d sae 
. : ’ x ou - 





1 > 


40> id 7 7 : be 
Luv igiie’e) Xo nels Rat yyh 


a: 


: {Me ehebivest. yrohaed btateGy.ea-benoltesie ebanay 


eer 


oy _ 


ae 










pa Saas 
ee Cr > 


9 ie * 






-_' 





D 
[= 
= i 
; : e 
@ , i - j 
paar re 7. Sei 


496” 


Western Canada of bulk commodities such as grain, potash, 


13 


and sulphur were captive of the railways. The railway re- 
fused to admit that these shippers would qualify as “captive 
Shippers” under the terms of the bill. In.short, the 
Canadian National Railways took the position that the de- 
cision to qeatare a shipper "captive" should be left to the 
Canadian Transport Commission. The following quotation 
taken from the hearings of the Parliamentary Committee sum- 
Marizes the position of the Canadian National Railways with 
regard to the captive shipper. The speaker is Mr. Donald 
Gordon and his answer was in response to a question by Mr. 
H. A. Olson on the captive shipper clause of the bill: 


- .« . From what I have been able to establish from 
my investigation the concern about the captive ship- 
per has been tremendously exaggerated - so 
exaeleracved - that it is difficult for .me to find a 
true captive shipper. He does not exist. He is a 
figment of the imagination, with some exceptions. 
This concern was not expressed in any way at all, 
but in the course of forming the bill the government 
advisers decided that they would meet this anxiety, 
or apprehension, which had been voiced, by construct- 
ano asetormulassnlinisanoti)the railway’s-farmula.: We 
do not like it; -and, having seen it, we prefer no 
formula. We think that as good businessmen we can 
handle this far better ourselves if left to our own 
‘devices. However, in the interests of meeting cer- 
tain shades of public opinion factors and genuine 
apprehension - because this is a new development in 
the railway business - this formula has been devised. 
Our position in this matter, as a railway, is that, 
since the formula is there, we have examined it, we 
have tested it by specific examples where we could 
find it and we find that it is workable. ‘We. think 
it is fair; we believe that we can live with it; 

and we also recognize that, after a period of ex- 
perience with it, there will be an opportunity for 
meview -...- to do.kay invall sincerity that the 
concern about the captive shipper is very much 
exaggerated. 
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Mr. Gordon's reference to the captive shipper as being "a 
figment of the imagination with some exceptions" did nothing 
to enhance the government's contention that the captive 
shipper clause would protect Western Canada from the monopoly 
position of the railways... Increasingly, Western Canadian 
Members of Parliament became convinced that the maximum 
rate formula offered no protection to Western Canada, and 
they urged the government on numerous occasions to change 
the provisions of the bill. In response to a question from 
Mr. H. Stafford as to how many captive shippers were Sea 
existence in Western Canada, Mr. Gordon replied that he did 
not have "the faintest Mtetere Mr. Jack Horner questioned 
Mr. Gordon as to whether the railways would consider a 
shipper who was presently shipping his goods on non- 
competitive rates to be a captive at rere He noted that 
a Significant percentage of goods shipped in Western Canada 
moved on non-competitive rates. Mr. Gordon refused to ac- 
cept Mr. Horner's contention that all shippers who shipped 
goods on non-competitive rates would be considered to be cap- 
tive shippers within the provisions of the bill. In 
essence, Mr. Gordon refused to give any assurances to Western 
Canada that the maximum rate formula would offer protection 
to both consumers and shippers... 

The Canadian National Railway was opposed to the 
provisions of Section 317 of the bill that empowered any 


person to appeal an action on the part of the railways that 
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in their view would affect ‘tie PID ETC ITIterest™ “in ‘2 ppee= 
judicial" way. The railway proposed that if this cotton of 
the bill was to remain in the legislation that was ultimately 
enacted, it should be amended in such a way that it applied 
to all modes of sidtacaueersea In the railway's view, "care 
Benould be taken also to ensure that it is not used as an 
instrument for harassment of ereeticde by another under the 
guise of the ‘public ose eae In summary, these were 
the comments of the Canadian National Railways on those pro- 
visions of the bill establishing the criteria for the 


determination of rates. 


The Canadian Pacific Railway”? 


The brief of the Canadian Pacific Railway expressed 
similar views to those found in the brief of the Canadian 
National Railways. ee example, the Canadian Pacific sup- 
ported the maximum and minimum rate formulae for the 
determination of rates and placed little emphasis on the 
provisions of the bill designed to give protection to the 
captive shipper. The only amendment proposed by the railway 
was the removal of that provision of the bill providing for 
a reduction in the maximum rate for shipments of more than 
50,000 pounds. Such reductions, in the railway's view, 


should be left to negotiations between the railways and the 


Shippers. 
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The railways attached little or no importance to 
the captive shipper clause. In most instances, the suitnege 
argued that the shipper would receive a lower rate if he 
negotiated a rate with the railway. This contention of the 
railways was challenged by the provincial governments and 
the Members of Parliament from Western Canada on the grounds 
that the railways were in a monopoly position in Western 
Canada. When questioned by Members of Parliament from 
Western Canada, the President of Canadian Pacific, Mr. Ian 
Sinclair, indicated on several occasions that the provisions 
of the captive shipper clause would give only limited pro- 
tection to shippers on Western seme When asked by Mr. 
Olson if the railway had prepared studies to determine the 
impact that the maximum rate formula would have on the 
freight rate structure, Mr. Sinclair indicated that some 
rates would be higher while others would be Lope ae He re- 
iterated his contention that the formula provided protection 
that was merely psychological in nature and that it would 
rarely if ever be used by shippers. 

In response to questioning by Mr. Horner and Mr. 
Olson, Mr. Sinclair said he did not agree that shippers of 
wheat, potash, sulphur and iron-ore were examples of cap- 
tive shippers as defined in the seane Mr. Sinclair contended 
that there were alternative dacs ont of ‘transport for the move- 


Ment of these goods, and that the railways. were restrained 
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by the competition of the marketplace when levying rates .~* 
He noted that the railway would be restrained from levying 
rates that were so high that it would threaten the continued 
existence of the industry. In Mr. Sinclair's view, the 
protection that the shipper would receive from the forces of 
competition would be more effective than the protection pro- 
vided by imposing legislative restrictions on the Gaara eee 
_A review of the briefs presented by the Canadian 
Pacific and Canadian National Railways indicates that both 
railways accepted the general philosophy of the bill and 
proposed only minor amendments to the maximum rate formula. 
Miey placed little or no emphasis on the provisions of the 
Captive shipper clause and questioned whether this clause 
would provide any protection to Western Canada. Their briefs 
did- nothing to alleviate the fears of Western Canadians that 
the new criteria for rate regulation offered no protection 


to Western Canada. 


Ze The Crow's Nest Pass Rates 

(a) Farm Groups 

The Wercoen Saskatchewan, and Alberta Wheat Pools, 
in their submission, supported the position of the Prairie 
Provinces that the Crow's Nest Pass rates should remain 
under the control of Parliament and that the railways should 
not receive a subsidy to compensate them for losses incurred 
in the movement of Peni The Prairie Wheat Pools were 


convinced that if proper costing techniques were developed 
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by the eee Transport Commission, it would be proven 
conclusively that the railways were not losing money on the 
movement of grain. If the Commission did determine that 
the railways were in fact losing money, they were prepared 
to support the payment of a subsidy to the railways. 

The National Farmers' Union, in their brief, merely 
restated their view that the Crow's Nest Pass rates on grain 


25 


should remain under the control of Parliament. — In a brief 
prepared by the Saskatchewan Farmers" Union,. the proposed 
subsidy to the railways.on the movement of grain was 


criticized. 


(b) Business Groups 


In their briefs to both the Parliamentary Committees, 
the business groups made no reference to the Crow's Nest 
Pass rates. This was a subject of almost exclusive concern 


to the farm groups in Western Canada. 


(c) The Response of the Railways 


Both the Canadian National and the Canadian Pacific 
Railways would have preferred that the provisions in Bill 
C-120 that obligated Parliament to subsidize the railways 
on an annual basis for pease incurred in the movement of 
Brain be retained in Bill G-231. However, both the railways 
expressed general satisfaction with the provisions of Bill 
C-231 that obligated the Canadian Transport Commission to 


review the compensatory nature of the rates. However, Mr. 
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N. J. Macmillan, Executive Vice-President for Canadian 
National, expressed disappointment that there was no refer- 
‘ence to an "immediate solution" to the Crow's Nest Pass 
Mess" He was encouraged, however, by the fact that the 
compensatory nature of the rates would be reviewed three 


Wears after the enactment of the ‘bill. 


3. Costing Procedures 
(a) Pressure Groups 


Many of the pressure groups ol ee Canada, 
Pmeuneir briefs to the Royal Commission on Transportation, 
had recommended that non-rail revenue (the revenue earned | 
from other activities of the railways than the movement of 
freight) be included as rail revenue when determining the 
financial position of the railways. Pressure groups from 
Western Canada such as the three Prairie Wheat Pools argued 
Pinat the movement of freight by the railways was only one 
aspect of the railways' overall operations in Western 
PS eee entaty ney noted that, when the financial 
position of the railways was being determined, the non-rail 
revenue, of the Canadian Pacific Railway in particular, 
should be included in any financial assessment of the rail- 
ways' revenues in Western Canada. The railways argued that 
the various aspects of their activities should be considered 
as separate entities when calculating their financial 


position. . 
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The Royal Commission recommended that non-rail 
revenue not be included when calculating the railways' 
financial position. The federal government incorporated 
this recommendation into the provisions of the bill. Mr. 
Pickersgill noted that it would be impossible to include 
non-rail eee in any assessment of the railways' financial 
position. Accounting procedures and the determination of 
mae percentage of non-rail revenue that would be included 
in any assessment of the railways’ position would make this 
task extremely ire cule. OGesesurprising that the pro- 
vinees and the pressure groups did not raise this issue for 
greater discussion at the hearings of the Parliamentary 
Committee. 

There were several references to costing ee antes 
in the briefs presented by groups such as the three Prairie 
Wheat Pools, the Branch Line Association of Western Canada, 
the Coal Operators' Association of Western Canada, and the 
Mining Association of cE eee All the groups were unanimous 
in their belief that the railways should be obligated to re- 
lease full costing information to the Canadian Transport 
Commission, and that the Commission be obligated to release 
the costing information that they utilized when rendering a 
decision. It was essential that all relevant costing data 
be released if shippers were to obtain protection from the 
maximum rate formula. In addition, they urged the federal 


government to enact amendments that would ensure that public 
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hearings would be held when the costing of a particular 


branch line was being considered by the Commission. 


(b) The Response of the Railways 

The position of both the Canadian National and the 
- Canadian Pacific Railways was identical on these issues. 
Both railways expressed the view that the Canadian Transport 


Commission should not be obligated to release confidential 
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costing information obtained from the railways. They 
noted that if the forces of competition Ra to guide the 
operation of the transportation industry, the release of 

this information could be of assistance to other modes of 
transport and could ultimately result in a loss of revenue 
for the railways. During the Committee's hearings, a railway 
Oificial summarized the railways' position on the issue in 
the following Bia cone 


Perhaps I could give you an illustration of 
why I think it is important that these costs not 
ne revealed’ - lf FE could just digress’ for a mo- 
ment I will relate it to a simile. During the 
war I was an intelligence officer. The purpose 
of my work was to find out something of what the 
Germans were doing in certain circumstances. The 
way I found this out was to piece together little 
pieces of information - a little bit here and a 
little bit there - and, over a considerable period 
of time, to work out a pattern. That was how 
conclusions were drawn from various facts - from 
various little bits and pieces of information. 

It is exactly the same way that it is done in 
industry. Industries have intelligence services, 
just as soldiers have. They take all the individ- 
ual little bits and pieces that they get, of this 
type you are speaking of, which do not appear to 
affect anyone at all, because there is no trucker 
in the area, but they are put together and other 
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pieces are put together - all the various little 
paeces can be put into the picture - and it does 
not take too much of that to enable an intelli- 
gent analyst to make pretty accurate calculations 
on what the costs of the railways are in the 
Werious areas. Once he knows the costs, whether 
he is a trucker, a barge line operator, or another 
railroad, he can judge what his competitive action 
will be, because he knows what our cost is of 
handling certain commodities in certain circum- 
etances for a mile, or per ‘ton. 

That is the thing we fear, the more we give 
out in the whole area of our costing. It is not 
the individual point - it might not affect us at 
all at. one point - but it is these various little 
bits and pieces that are put together. We know, 
from our own experience, because we have experi- 
enced men in this field, that they can put these 
together very quickly and very easily, and that 
they can disclose the whole basic pattern. 31 


The railways were adamant in their view that non- 
rail revenue not be included when assessing the financial 
position of the railways. 


h, Structure of the Canadian 
Transport Commission 


eS 


(a) Pressure Groups 


The briefs presented to the Parliamentary Committee 
that examined the provisions of Bill C-231 contained no 
references to the powers or the structure of the proposed 
Canadian Transport Commission. The only reference to the 
Commission was found in the brief of the three Prairie 
Wheat Pools. They urged the federal government to appoint 
individuals to the Canadian Transport Commission that were 
not members of existing reentatory seeoeieot ae Future-ap- 
pointments should reflect a greater emphasis on the 


representation of regional interests. Providing representation 
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to different segments of the transportation industry should 
be a secondary consideration when appointments to the Com- 


mission were being considered. 


(bd) The Railways 

Both the Canadian National and the Canadian Pacific 
Railways expressed reservations regarding the provisions of 
the legislation that gave both research and regulatory powers 
to the Canadian Transport sone The railways were 
concerned that many of the research seen Tae to the 
Commission were so vague and general in nature that they 
could ultimately be used by the Commission to regulate many 
aspects of the transportation industry. In Denes the 
power of the Commission to investigate the relationship be- 
tween various modes of transport and to ensure their co- 
ordination and development, and the power to alee 
general economic standards and criteria for federal invest- 
Ment in transport equipment and facilities, were examples of 
research powers that, in the opinion of the railways, could 
be used to regulate various modes of transportation in a 
very restrictive manner. Thus the railways urged the govern- 
feat to scrutinize closely the manner in which the Canadian 
Transport Commission performed both’ its regulatory and its 


research functions. 
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5. Goals of Transportation Policy 
(a) Farm Groups 
“The National Farmers’ Union was the only farm group 
to present a brief that commented on the national objectives 
of transportation policy. - In their brief on the provisions 
of Bill C-120, they strongly attacked the development of an 
efficient and competitive transportation system as the most 
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important objective or “transportation policy: They noted 
that transportation policy was the means of achieving both 
economic and political goals and therefore the Petaser tat 
from industry must be geen aS a service industry. Thus, the 
Miret Objective of transportation policy should be to ensure 
the economic development of all regions of the country. To 
achieve this, the National Farmers' Union recommended that 

the Canadian Pacific Railway be nationalized, and that a 
Maetonal transportation authority be created. The recommenda- 
tion to establish such a body suggests that the National 


Farmers' Union may have had some influence in moving the 


federal government in this direction. 


(b) Business Groups 


The provisions of the two bills-outlining the 
goals of transportation policy were supported by business 
groups such as the Canadian Industrial Traffic League and 
the Canadian Manufacturer's Association. For example, the 


Canadian Industrial Traffic League supported the general 
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philosophy of the pill.?? 


They did recommend, however, that 
the objectives of transportation policy should be amended 

‘to include a phrase designed to ensure that all shippers 

were treated equally under the law. The League was concerned 
that the removal of all references to "unjust discrimination" 
and "undue preference" could lead to the unequal treatment 

of shippers by the various modes of transport. The brief 

of the Canadian Manufacturer's Association expressed similar 
views to those found in the brief of the Canadian Industrial 
Mraffic League. They supported the general philosophy of the 
meet that the first objective of transportation policy should 
be the development of an efficient and competitive trans- 
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portation system. 
6.° Inequities in the Freight 

Rate Structure 

ae Se reference to inequities in the freight 
rate structure was found in the brief of the National Farmers' 
Meron and in the brief of the three Prairie Wheat Pools. 
The emphasis in the brief of the National Farmers' Union on 
the "national unity" aspects of transportation policy, and 
the recommendation that the Canadian Transport Commission 
continue to regulate the level of freight rates, reflected 
ogg belief that the provisions of the bill would not elimi- 
Mate inequities in the freight rate structure. ~" The three 
Prairie Wheat Pools supported the provinces' contention that’ 


the Bridge Subsidy should be phased out of existence rather 
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than being totally eliminated at one time. 


iN oa ES RS eee 


A review of the policy proposals found in the briefs 
presented to the Parliamentary Committees that examined 
Priis C-120 and C-231 reveals that. the major issues of con~ 
cern to the various groups were the provisions of the maximum 
rate formula and the release of costing data by the Canadian 
Transport Commission. These concerns closely paralleled the 
Major issues of concern to the provincial governments from 
Western Canada. 

Both the farm groups and the business groups ob- 
jected to the 150% - 30,000 pounds gama fante wel the maximum 
rate formula and pressed the government for a more liberal 
Mepinition of the term "captive shipper". In addition, the 
groups were in agreement that the formula would CLLer Ns 
“protection to Western Canada from the monopoly position of 
the railways. 

The Crow's Nest Pass rates was an issue of concern 
only to the farm groups. In general, they supported the 
position of the provincial governments that, before the 
railways be compensated for losses incurred on the movement 
of grain, the Canadian Transport Commission should prepare 
a study detailing the ese incurred by the railways. 
Finally, they supported the position of the three Prairie 


Provinces that the provision in the legislation for an 
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automatic review of the Crow's Nest Pass rates be removed. 

The business groups supported the general philosophy 
of the legislation that the forces of competition should 
govern the operation of the transportation. industry. The 
farm groups on the other hand urged the federal government 
to enact apeernic revisions in the legislation that would 
emphasize the "national unity" aspects of Patan eet 
molicy. This proposal was similar to the proposal advanced 
by the CCF Government in Saskatchewan. The issue of cost- 
ing regulations was raised by the three Prairie Wheat Bdane. 
They urged the federal government to amend the legislation 
in such a way that the Canadian Transport Commission would 
Be obligated to release all costing data used in their 
decisions. 

A review of the provisions of the National Trans- 
Pertation Act wveals that the policy proposals advanced by 
the pressure groups from Western Canada were largely 
rejected by the federal government. For example, the federal 
government failed to amend the provisions of the maximum 
rate formula or the definition of the captive shipper and 
failed to enact amendments that obligated the Canadian 
Transport Commission to release all the costing data used 
in rendering its decisions. The attempts of the farm groups 
to have greater emphasis placed on the "national unity" as- 
pects of transportation policy were ignored by the federal 


government as well. Perhaps the only issue where the views 
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of the pressure groups from Western Canada influenced the 
federal government was the decision to remove the provision 
in Bill C-120 that would have obligated Parliament to pay 

an annual subsidy to the railways for losses incurred in the 
movement of grain. The provisions of Bill C-120 were 
amended in such a manner that no subsidy would be paid to 
the railways pending a full-scale review of the costs in- 
curred in moving grain under the Crow's Nest Pass rates. 
This would appear to be the only major amendment enacted by 
the federal government that accommodated any of the policy 
proposals advocated in the briefs of the pressure groups 
from Western Canada. Thus, one is forced to conclude that 
the policy inputs of the pressure groups were largely ig- 
nored by the federal government. There are several factors 
that explain the rejection on the part of the federal 
eerment, The briefs presented to the Parliamentary Com- 
mittees were devoted to parochial issues and failed to deal 
with many of the major issues in sufficient depth to warrant 
Serious attention by the federal government. secondly, 

Many of the recommendations of the pressure groups conflicted 
with the general philosophy of the bill and were therefore 
unacceptable to the federal government. These factors ex- 
Risin in part the limited extent to which the policy 
recommendations of the pressure groups were incorporated 


into the legislation. 
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FOOTNOTES 


Ithis conclusion emerges after a reading of the briefs 
submitted to the Parliamentary Committees. The briefs of 
the various Chambers of Commerce from Western Canada were 
Barochial in nature. In most instances, they sought solu- 
tions to local transportation problems. The three Prairie 
Wheat Pools devoted their briefs almost entirely to the 
Crow's Nest Pass rates. It was only organizations such as 
the National Farmers’ Union that were concerned with the 
general provisions of the bill. National organizations 
Such as the Canadian Manufacturer's Association, the 
Canadian Mining Association and the Canadian Industrial 
Traffic League were concerned with the provisions of the 
bills establishing the criteria for the determination of 
freight rates. 


“Brief of the National Farmers' Union to the Parlia- 
mentary Committee (1965). The brief is printed in Canada, 
Parliament, Minutes of Proceedings and Evidence, Standing 
Committee on Railways, Canals and Telegraph Lines (House of 
Commons), 2nd Session, 26th Parliament, (1964-1965), No. 
17, pp. 989-998. These documents will hereafter be referred 
to as the Parliamentary Committee Hearings (1965). 


ed pe 997. 


. A eopy of the joint submission of the three Prairie 
Wheat Pools was obtained from Mr. R. Phillips. Their 
position on rate regulationris found in Part II on p. 3. 


Brief of the Manitoba Branch Lines Association to the 
Standing Committee on Transport and Communications, in 
Canada, Parliament, Minutes of Proceedingsand Evidence, 
Standing Committee on Transport and Communications (House 
of Commons), lst Session, 27th Parliament, (1966), No. 35, 
p- 2417. These documents will hereafter be referred to as 


the Parliamentary Committee Hearings (1966). 


oats of the Canadian Manufacturer's Association, 
Parliamentary Committee Hearings (1966), No. 27; Brief of 
the Coal Operators' Association of Western Canada, Parlia- 
mentary Committee Hearings (1966), No. 31; Brief of the 
Canadian Industrial Traffic League, Parliamentary Committee 


Hearings (1966), No. 32, pp. 2231-2235. 
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CHAPTER XI 


WESTERN CANADIAN POLICY INPUTS -- MEMBERS 


OF PARLIAMENT AND SENATORS 


INTRODUCTION 

The views expressed by Western Canadian Members of 
Parliament and Senators during the debate in the House of 
Commons, during the Committee hearings, and in the Senate 
on the provisions of the National Transportation Act were 
the third input of Western Canadian views into the decision- 
Making process. In particular, Western Canadian Members of 
Parliament utilized the hearings of the Parliamentary Com- 
mittees convened to discuss the provisions of Bills C-120 
seid C-231, and the debate in the Committee of the Whole 
House on the provisions of Bill C-231, to present their 
Views to the federal government. The Senators from Western 
Canada played a limited role in the debate on the provisions 
of Bill C-231. As a result, their input into the decision- 
Peking process was insignificant. 

The objective of the chapter is to examine the role 
of Western Canadian Members of Parliament and Senators 
during the enactment of the National Transportation Act. 


Specifically, an attempt is made to isolate the nature of 
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the policy recommendations advanced by Western Members of 
Parliament during the debate and to assess’*the extent to 
which their views were accommodated in the final policy 
output. Such an analysis facilitates an assessment of the 
Pole of the Western Member of Parliament as a spokesman for 
regional interests at the national level. The chapter is 
divided into four major sections. Section I examines the 
debate in the House of Commons on the provisions of Bill 
C-120 and reviews the proceedings of the two Parliamentary 
Committees that examined the two pieces of legislation. | 

In addition, the nature of the recommendations contained in 
the report of the Parliamentary Committee that examined 
Pere C-23) will be outlined. Section II is devoted to an 
examination of the debate in the House of Commons on the 
provisions of Bill C-231. An assessment of the debate in 
the Senate will be outlined in Section III. The chapter 
concludes with an assessment of the extent to which the 
views of the Western Canadian Members of Parliament were 
accommodated in the final policy output and a discussion of 
the role of the Western Member of Parliament as a spokesman 


for’ Western Canada. 


SECTION I 
Pe the Debate on Bill C-120 

Because of the limited debate in the House of 
Commons on the resolution preceding the introduction of 


the bill, and the absence of any debate on second reading, 





Sey 


reaction to the provisions of the bill from Western Members 
of Parliament was not revealed until the Parliamentary Com- 
mittee heard briefs from various interested parties. The 
only Members of Parliament from Western Canada who spoke on 
the resolution prior to the introduction of the bill were 
the Honourable Alvin Hamilton and Mr. H. A. Olson. As was 
noted in Chapter IX, Mr. Hamilton was preoccupied with the 
issue of rail line abandonment and paid little attention to 
the provisions of the bill establishing the criteria for the 
determination of rates. It would appear that he assumed 
that the maximum rate formula would give adequate protection 
to Western Canada. 

Mr. Olson reviewed the major provisions of the bill 
and only referred in passing to the issue of freight ratese 
He noted that Alberta had made representations to the 
federal government on many occasions on this issue, and he 
reiterated the long-standing grievances of the Alberta 
Government with regard to horizontal percentage rate in~- 
-ereases and long and short haul discrimination. In fairness 
to Mr. Olson, it should be noted that at that stage in the 
debate he had not seen a copy of the bill and could not 
speak with the same authority as Mr. Hamilton. However, 
during the hearings of the Parliamentary Committee in 1966, 
Mr. Olson was the most active Member of Parliament on the 
Committee from Western Canada. His questioning of the wit- 


nesses before the Committee enabled him to articulate in a 
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“very effective manner Western Canadian concerns with regard 
morcie provisions of the bill. 

The most critical, and most perceptive, speech de- 
livered during the debate was made by Mr. Douglas Fisher. * 
While he was not a Member of Parliament from Western Canada, 
he isolated particular features of the bill that he con- 
sidered would have a negative impact on the West. For 
example, he was critical of the comments made by Mr. Hamil- 
ton, and noted that Western Canada should not assume, as did 
Mr. Hamilton, that because the Chairman of the Royal Com- 
mission on Transportation, Mr. M. A. MacPherson, was from 
Western Canada that this automatically meant that the recom- 
mendations proposed by the Commission would be favourable to 
eae West. -Mr. Fisher noted that the recommendations of the 
provincial governments from Western Canada, and of the 
various groups that presented briefs to the Royal Commission, 
had not been accepted by the Commissioners. He also implied 
that Mr. MacPherson did not have a great deal of influence 
in the drafting of the recommendations .~ 

Mr. Fisher questioned whether competition should be 
the guiding force governing the transportation industry, and 
noted that regions such as Western Canada did not realize 
the impact that the removal bah eoicdaciee restrictions 
would Rage on the freight rate structure. In-his view, the 
provisions found in the recommendations of the MacPherson 
Royal Commission did not provide adequate protection to 


regions where the railways were in a monopoly position. The 
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following quotation from his speech summarizes his views 
on the bill: 


. - «+ « We cannot get competitive transportation 
in the sense in which they have it in southern and 
northern Ontario. I do not believe we get it 
really on the prairies, as yet. Yet this is going 
oO be =the carte blanche that’ is given to “this new 
set-up as far as we can make it out - the abolition 
of the freight rate structure as we know it. I 
suggest that, inadequate as the structure may have 
been, despite all the difficulties in connection 
with it, we are really throwing out a great deal 
for something that is’ most indefinite. I am some- 
what hesitant of making a fetish out of or bowing 
to the shrine of free enterprise and competition 
in contemplation of what may be possible... 

- - . 1 suggest that the people of western 
Canada are getting in this legislation - and IE am 
disappointed to discover that the official opposi- 
tion, as revealed by their spokesman, seems to be 
I will not say. enthusiastic, but certainly prepared 
to go along with this legislation - something that 
Prey wibl resret for a “long time. “Il “am not speaking 
just of the abandonment features, but of the whole 
question of a new deal in freight rates for an area 
which has not the protection of the kind of compet- 
mULOne existing in-ourer parts of the-country. “Why 
have the prairies been squawking for years? Why 
have we one of the most brilliant lawyers in Canada 
here from the province of Alberta? It is because 
of their realization of how vulnerable they are in 
the freight rates situation when competition really 
does not work in their favour. There seems to be a 
general tendency to assume that because M. A. 
MacPherson was from the prairies and was a good 
Tory, therefore his recommendations should be suit- 
able to the Canadian west. I think that is a bit 
of a misstatement. I am not going to credit or 
discredit the contribution of Mr. MacPherson to the 
royal commission, but I have the feeling that there 
was a couple of younger men on. the commission who 
got the bit between their teeth. I wonder why we 
bothered to go before that commission. I wonder 
why there were such vigorous presentations when I 
note the fact that the recommendations seem to ig- 
nore completely what was one of the most common 
features of representation. Region after region 
in this country worried about their future in the 
face of wide open freight rates, or freight rates 
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which were uneconomic and would not allow them 
to get their products to the market. It seems 
to me that western Canada has the most to lose, | 
unless this legislation is a lot more attractive 
than appears at the present time. .. . 
An analysis of the representations made from Western Canada 
to the Parliamentary Committee in the next section will 
Mevyeal the extent to which Mr. Fisher correctly predicted 
Western Canada's response to the bill. 
B. The Debate in the Parliamentary 
Committees 
The issues raised for discussion by the Members 
of Parliament at the hearings of the two Parliamentary Com- 
mittees were so similar that the proceedings of both 
Committees will be considered simultaneously. A review of 
the debate revealed that there were several themes raised 
by Western Members of Parliament -- rate regulation, the 
Crow's Nest Pass rates, costing procedures, the structure 
of the Canadian Transport Commission, the goals of trans- 
portation policy, and inequities in the freight rate 


structure. Each of these issues will be considered 


separately. 


1. Rate Regulation 
Menbers of Parliament raised questions during the 
hearings of the Parliamentary Committees regarding the cri- 
teria for the determination of rates. As the hearings 
progressed, Western Canadian Members of Parliament became 
increasingly apprehensive with regard to the impact that the 


maximum rate formula would have on Western Canada. Both the 
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Canadian National and the Canadian Pacific Railways had 
taken the position that the maximum rate formula and the 
provisions in the bill for a shipper to @clare himself cap- 
tive would rarely, if ever, be used. The forces of 
competition within the marketplace would give adequate pro- 
tection to shippers in Western Canada. 

The central argument advanced by Western Members of 
Parliament during the hearings was that it would be impos- 
sible to apply the railways' definition of the term "captive 
Ehipper"” in-such a manner that it would offer protection to 
Western Canada from the monopoly position of the railways. 
If the railways' definition was accepted, Western Members 
of Parliament reasoned that shippers of bulk commodities 
such as potash, coal and sulphur would receive no protection 
from continual freight rate Phe reascahe The movement of 
goods such as farm machinery and steel into Western Canada 
would not qualify for protection under the maximum rate 
formula because the case could be made that it was possible, 
at least in theory, to move these goods into Western Canada 
by truck. Mr. H. A. Olson noted that while it was theoret- 
ically possible to move these goods by truck, the costs 
would be prohibitive. In short, Western Members of Parliament 
attempted to have additional legislative provisions included 
in the bill that would establish a more realistic definition 
of the term "captive shipper". A more specific terminology 


would give greater direction to the Canadian Transport 
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Commission as to the factors it should take into account 
when deciding if a shipper was captive. In sgt ese no they 
attempted to have included in the bill reference to the dif-~ 
ference between the variable costs of moving a good and the 
rate levied by the railways as one criterion that the 
Canadian Pransport Commission should consider. 

The 150% - 30,000 pounds provisions. of the maximum 
rate formula were also the subject of much debate. Western 
Members of Parliament on the Committee questioned each 
provincial government and pressure group on these features 
of the formula in an attempt to solicit support for their 
contention that these figures bore no relationship to the 
variable cost of moving a good or to the weight of goods 
being moved by the ieee For example, Mr.. Jack Horner 
and Mr. H. A. Olson questioned the Canadian Manufacturer's 
Association and the Coal Operators' Association of Western 
Canada on the impact that these provisions would have on the 
West and whether they would provide protection to shippers 
and consumers in Western Canada. In both instances, the 
organizations indicated that the proposed formula would re- 
Sult in higher freight sinaisnet The following quotations 
Summarize the opposition of Western Members of Parliament 
to the maximum rate formula and to one provisions of the 
bill governing the captive shipper. During the presentation 
of the Canadian National Railways to the Parliamentary Com- 


mittee hearings, Mr. Horner commented : 
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- - » We in the west must be greatly worried about 
this bill and the definition that the new commis- 
Sion will give to the captive shipper. What is it? 
Mr. Gordon said he could not find it. I hope the 
Commission does not take a narrow point of view 
because we must receive greater assurances in the 
Hestathan thate sles: .8 


Mr. H. A. Olson summarized the feelings among Western Mem- 
bers of Parliament as to the usefulness of the maximum rate 
formula in protecting Western Canadian shippers and con- 
sumers in the following manner: 


- - « If clause 336 is as useless as the spokesmen 
for the railways say, and I think the minister in- 
timated this too, that it is not going to apply to 
Scarcely anybody - he cannot find or think of any- 
one who is going to attempt to invoke the provisions 
of 336 - then, Mr: Chairman, this committee should 
peer Keo dG) Out) Of stne>bill and say horiestly to the 
Canadian people that from the date this bill passes 
there is no practical protection under the law in 
so far as a shipper is concerned if he fails to 
Beach a -nezotiation with the railways... . 


Mr. L. R. Sherman offered the Committee a definition 

of a captive shipper that would be acceptable to the West. 
In doing so, he intimated that the captive shipper clause 
was the most controversial aspect of the legislation in the 
view of Western Canadian Members of Parliament: 

- » « There is, as you will appreciate a feeling 

in some parts of the country, not only in the 

Weet, tliat 10 1s reasonable. to expect from this 

legislation a certain amount of relief will be 

granted shippers who consider that they are carry- 


ing a disproportionate share of the freight burden 
in Canada. In NEE estimation they are captive 


Shippers... 7 icy 


Similar views were expressed by Mr. H..A. Olson when he 


said: 
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- « « My interpretation of that [the captive 

shipper clause} Mr. Chairman, is that if there 

is no alternative, effective and competitive 

Mer@ice sly reason.of the fact that the railways 

ean haul this particular commodity so much 

cheaper than any other mode of transport, then 

Simply by the price he is captive of the rail- 

vi dere, hh 

The federal response to the demands of Western 
Canadian Members of Parliament that the provisions of the 
maximum rate formula and the definition of a captive ship- 
per be amended was similar to the arguments advanced by the 
r2 i 

railways. The 150% - 30,000 pounds provisions of the 
bill were justified on the grounds that these figures had 
been selected by the Royal Commission on Transportation. 
They dismissed the argument that these figures were not sup- 
ported by statistical evidence by noting that studies had 
been prepared in the Department of Transport that indicated 
that these figures would not result in a significant rate 
; 3 : : : 
increase. 3 Mr. Pickersgill defended the maximum rate for- 
mula on the grounds that the Parliamentary Committee was in 
no position to change recommendations that had the support of 
a Royal Commission and two federal governments. Furthermore, 
the objections raised by Conservative Members of Parliament 
from the West pertained to provisions of the bill that were 
identical with those found in the bill that was drafted by 


the Conservative Government. During the debate in Committee, 


he commented: 
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Meee | Say, weican- proceed, it: seems to me, 
in one of two ways. One way is to accept the 
view which two governments have successively 
appeared to be willing to accept, that having 
appointed this royal commission, having received 
this advice, having provided the best kind of 
insurance that we will not be stamping on the 
country, for an indefinite period, something 
that works injury to someone, we go ahead and 
HeCept it.na The, oOther-way is £o.try to.substi- 
tute our individual or collective wisdom to 

that of the royal commission. Those are the 
choices. I think the choice is before us and, 
as I say, the government, after a lot of con- 
sideration, decided to do what the previous 
government had also apparently decided to do, 
according to what we were told in parliament, 

to Bgo7 Re the advice of the MacPherson commission. 


The definition of the captive shipper found in the 
bill was defended by Mr. Pickersgill. He noted, as did the 
railways, that a "captive shipper" was "a subjective" rather 
than an "objective" enorme He»neted that this provision 
of the clause would rarely be used because in most instances 
the shipper would be in a position to bargain with the 
railways and receive a lower rate. Mr. Pickersgill offered 
the following definition of a captive shipper. The impli- 
cations of his remarks indicate that the federal government 
did not anticipate that this section of the bill would be 


used extensively. 


Now, I think one other matter I ought to mention 


eps whet 1 suspectwis likely to De-the moss 
contentious issue in this bill, and that is the 
proposed maximum rate formula... . The maximum 


rate formula will apply only in situations where 
there continues to be a genuine monopoly and where 
that monopoly situation has not already been met 
by negotiation between the railways and shippers. 
Now there are a great many commodities... in 
Sileparcs ot Canada that canvonly. bei transported 
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economically by rail, and probably, the most 
important of all is still wheat; there is a 
monopoly situation there and of course it is 
dealt with by the Crowsnest rates. ... 

Most of the other bulk commodities, so far ag 
haves been able. to discover, that are shipped 
in large quantities in this country are al- 
ready covered by rates which have been negoti- 
ated in one fashion or another between the 
railways and the shippers or are subject to 
commodity rates which are lower than the exist- 
ing maximum rates and, therefore, though they 
do represent a monopoly situation, although it 
could be argued that they are captive shippers, 
they are not the kind of captive shippers that 
are envisaged in respect of the maximum rate 
formula; because the maximum rate formula will 
be applied only to those shippers who do not 16 
make a deal themselves with the railway... . 


To date, the Canadian Transport Commission has not 
declared one shipper to be captive within the meaning of 
the Act. In interviews in Western Canada with farm and 
business groups, the view was expressed that the cost of 
preparing a case, and the delay on the part of the Commis— 
Sion in rendering a decision, were deterrents to many groups 
contemplating an application to the sangehen for captive 
shipper status.‘ In addition, several businessmen admitted 
that they would prefer to negotiate a lower rate with the 
railways, and would apply for captive shipper status only 
Meea last resort. Thus, it would appear that the concerns 
expressed by Western Canadian Members regarding the degree 
of protection that the captive shipper clause would provide 
for Western Canada have _been substantiated by the fact that 
the Canadian Transport Commission has not declared any 


shippers’ to be captive within the meaning of the Act. On 
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the other hand, it can be argued that the arguments advanced 
by the federal government during the Committee hearings that 
the railways would be forced to offer competitive rates, has 
also been substantiated by these events. A final judgment 
on the clause and the protection it affords Western Canada 
must await further developments. 

Section 317 of the bill was also the subject of 
criticism by Western Canadian Members of Parliament. They 
challenged the effectiveness of the term "public interest" 
as a criterion for determining see Dea i pneireview, i. 
would be impossible to present a prima facie case to the 
Canadian Transport Commission that would support the conten- 
tion that an action on the part of the railways was 


Bere judicial to the public interest". 


ee.. Crow's. Nest Pass Rates 

The Crow's Nest Pass rates were not the subject of 
extensive debate during the hearings held by the Parliamentary 
Committee. Members of Parliament from Western Canada did 
seek assurances on several occasions from the federal govern- 
ment that the review of the compensatory nature of the rates 
by the Canadian Transport Commission after three years 
would not be the first step leading to the eventual elimina- 
tion of the rates. In his opening remarks to the Committee, 
Mr. Pickersgill assured Ace Members of Parliament that 


there would be no changes in the status of the Crow's Nest 
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Pass rates when he observed: 
- + « There is no intention whatsoever of making 
any change at all or permitting any change to be 
Made in the Crowsnest rates. All that this leg- 
islation will provide is that for the next three 
feats Weawill) COSt: this matter’. . sand if ‘there 
tana ney cost thatiis.not met by the revenues 
then the railways will be reimbursed for it. 


Once Mr. Pickersgill had assured the Western Members 
of Parliament that the Crow's Nest Pass rates would be pro- 
tected, the majority of the debate centered on the issue of 
the costing procedures used by the railways in determining 
their losses. For example, Mr. Jack Horner questioned the 
costing procedures Aes by the railways in calculating the 
costs incurred in the movement of Apply He questioned 
whether the railways were in fact losing money and he at- 
tacked the government for accepting the railways' contention 
that they were losing money. The federal response to Mr. 
Horner's charges was that because the Crow's Nest Pass rates 
were Bory races imposed on the SET ey they had been 
forced to increase rates ae other. goods to offset the low 
revenues obtained from the eee of, Srain. Gir. Horner 
challenged the government's explanation by noting that the 
revenues on the movement of grain had increased in the 
1960's, yet at the same time, the railways were increasing 


rates on other goods. 
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3. Costing Procedures 


Western Members, Mr. “Hor AY Olson, Mr. BP. 
schreyer, Mr. L. Sherman, and Mr. J. Horner, pursued the 
issue raised by the Prairie Premiers in their telegrams to 
the federal government in September and October 1966 +o have 
the costing data released to the three prairie governments 
and to the Parliamentary Committee. -— In an attempt to 
force the federal government to release this costing in- 
Stormation, Mr.. H. A. Olson introduced a motion during the 
Committee's hearings on October 20, 1966 that would have 
obligated the Canadian Pacific Railway to release the re- 
quested costing information to the Parliamentary Committee. 
The motion was defeated by a twelve to eight margin. 

penne the debate, the Westerners raised many of 
the issues that the provinces had put forward in their 
briefs. For example, Mr. Schreyer noted that the Parlia- 
mentary Committee would not be in a position to approve the 
Maximum and minimum rate formulae unless the costing data 


23 


was released. Mr. ths. Olson noted “that Parliament 


Should not be asked to approve a formula that they knew 
nothing about. He observed that: 


» « »« When we write the law, when we lay down the 
formula under which the transportation commission 
is going to operate, .. . if we as elected mem- 
bers of parliament are going to do our job, we 
surely must know in advance what the application 
of this formula is going to be if we are going to 
recommend to parliament that this be the formula 
and the basis for maximum rate control whenever 
it is necessary.2 
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Finally, Mr. J. Horner noted that Western Canadian Members 
of Parliament could not approve a formula that offered 
virtually no protection to Western Canada. He expressed the 
growing fear in Western Canada with regard to the maximum 
rate formula in the following manner; 
» . . I think we in the West are just ne eee in being 
concerned, in having some fear whether or not we 
will be subject to it. We are giving up many 
things. We are giving up the discriminatory clauses 
Poavnewold bit mreniecompetitive, rates... . for a 
limited and, I say very very cautiously, limited 
amount of protection, because evidence before the 
Committee so far has suggested that this is so. 
One in a thousand may use Dive WesaAre fivaing 
foe LiicatLow O° Our fears|vare not really set aside by 
the witnesses so far today. . . 2 
The federal response to the demand of Western Members 
of Parliament that costing data be released was similar to 
the arguments advanced by the railways. Mr. Pickersgill re- 
iterated the federal position that the release of confidential 
costing information would destroy the bargaining position of 
the various modes of transport. The federal position is 
summarized in the following excerpt from Mr. Pickersgill's 
presentation to the Committee: 
. . Ll remain quite unconvinced that any genuine 
public interest would be served by obliging the 
* railways to give this information. I think a 
would weaken the railways' capacity to relieve 
the taxpayers of the burden that is now falling 


upon them, and this has become a steadily grow- 
ing burden. . 


4, Structure of the Canadian 
Transport Commission 
The limited discussion of the structure and compo- 


sition of the Canadian Transport Commission at the hearings 
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of the Parliamentary Committee that examined Bill C-231 
indicated that there was general acceptance of the provisions 
establishing the Commission by the Members of Parliament 

from Western Canada. Mr. Jack Horner did express concern 
that in the future the research function of the Commission 
would merely substantiate the orders and the regulations 
issued by the various regulatory committees of the Commis- 
Sion. He urged that an independent advisory body be 


27 


established to initiate research projects. 


De, GOals of Transportation 
Porrey 


There was limited discussion by the parliamentarians 
On the goals and objectives of transportation policy. 
several of the Members Questioned the philosophy of the bill 
by noting that the railways were being given too much free- 
dom. The view was expressed on several occasions that, if 
the forces of competition were allowed to operate with no 
restrictions, many areas of the country, where one mode of 
transport was in a monopoly position, would not receive the 
benefits of a competitive and efficient transportation 
System. In these regions of the country, governmental con- 
trol and regulation should be continued. The national 
unity aspects of transportation policy were referred to on 
several occasions by the Members of digi ctit to They noted 


that references to this objective should be strengthened 


; 28 
im the provisions of the bill. 
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6. Inequities in the Freight 
Rate Structure 
The issue of inequities within the freight rate 
structure was raised on several occasions by Members of 
Parliament. The most persistent questioner on this issue 
was Mr. G. Siskel In Mr. Regan's view, the recommenda- 
tions of the Royal Commission and the provisions of the bill 
mea not offer a solution to this problem. The Royal Com 
mission had failed to deal with this problem in its Report 
and, in Mr. Regan's view, the Commissioners had neglected 
the most serious problem facing the Maritimes and Western 
Canada. In response to his charge, officials of the Depart- 
ment of Transport explained that the removal of legislative 
restrictions on the railways would enable them to compete 
with other modes of transport. The forces of competition 
would gradually eliminate inequities in the freight rate ~ 
Structure. Mr. Regan attempted to have officials of the 
Department of Transport admit that because the provisions 
in the Railway Act, designed to alleviate inequities in the 
freight rate structure, had been eliminated, the Canadian 
Transport Commission would be limited in their ability to 
deal with this problem. Officials of the Department merely 
reiterated their contention that the removal of legislative 
restrictions on the railways would ultimately eliminate in- 
equities in the freight rate structure, and failed to deal 
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7+ Summation 

A review of the issues raised by Western Canadian 
“Members of Parliament during the hearings of the two 
Parliamentary Committees reveals that the 150% - 30,000 
pounds provisions of the maximum rate formula, the definition 
Bisa captive shipper, the obligation on the part of the 
Canadian Transport Commission to release costing data, and 
the continued existence of the Crow's Nest Pass rates were 
jie Major issues of concern. Thus, there was almost un- 
animous agreement among the provincial governments, the 
Members of Parliament, and the various pressure groups from 
Western Canada as to the nature of the amendments that should 
be enacted to the legislation if it was to offer Western 
Canada greater protection from the monopoly position of the 


railways. 


eC. Report of the Parliamentary Committee 


The Standing Committee on Transport and Communica- 
tions drafted its report to the House of Commons on November 
24, 1966. Although the report contained a series of amend- 
mets FO tne bill, the vast- majority of these were of a 
minor, technical ea aN ree not alter the major pro- 
visions of the bill. Since the Committee prepared its 
report in camera, there are no written records of the Com- 
Re ee del terationes alesis interesting to note that the 
* TST ais accepted by the Committee were proposed by the 


fanister of: Transport, Mr. -Pickersgill, with the approval 
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of the @efodniect (on After only twenty minutes of discussion, 
the Committee approved its report to the House of Commons. 
The preparation and approval of the Committee's report after 
only twenty minutes of discussion is an indication of the 
extent to which the Committee's proceedings were dominated 
by Mr. Pickersgill and the Chairman, Mr. Macaluso. In ad- 
dition, it provides an DAN ere tant ie commentary on the 
independence and the importance of Parliamentary Committees 
in the decision-making process. 

Only seventeen of the Committee members attended 
the meeting and of the seventeen members present only two 
Mere irom Western Canada -- Mr. R. Cantelon and Mr. J. E. 
Pascoe. The Members of Parliament from Western Canada who 
had dominated thie hearings of the Parliamentary Committee, 
Seeteas Mr. J. Horner, Mr. H.. A. Olson, Mr. E. Schreyer and 
Mr. L. R. Sherman did not attend the Committee meeting. It 
is interesting to speculate on the absence of many of the 
Western Members of Parliament from the final Committee 
meeting. During an interview, Mr. J. Horner offered a par- 
tial explanation when he noted that many of the Western 
Members of Parliament had realized from the beginning that 
the Committee was controlled by the Chairman and by Mr.. 
Pickersgill to such a degree that ome those amendments that 
had been approved by Mr. Pickersgill would be included in 
the Committee's report. As a result, the Western Members of 


Parliament abandoned their attempts to influence the nature 
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of amendments included in the report and decided to take 

the issues to the floor of the House of DemnamenG en 
an interview, Mr. J. W. Telford indicated that Mr. Pickers- 
gill "ran the Committee with an iron hand", and that it was 
evident to all observers that the Committee would not recom- 
mend any amendments that did not have the approval of the 
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Minister. Government Members were not encouraged to ask 
questions and were instructed to vote for the amendments 
proposed by the government. A review of the Bpanscrinie- of 
the Committee's hearings indicated that Government Members 
did not take an active part in the Committee's work. Per- 
haps this explains why the Western Canadian Members of 
Parliament did not attend the hearing when the Committee's 
report was weeny 

The amendments proposed by the Committee to those 
sections of the bill dealing with the objectives of trans- 
portation policy, the structure and composition of the 
Canadian Transport Commission, the Crow's Nest Pass rates, 
the criteria for the determination of rates, and the pro- 
visions relating to costing procedures are isolated for 


34 


particular attention. 


Gaeruca ls. on I ransportation Policy 
The amendments to Clause I of the bill, outlining 


the objectives of transportation policy, were very minor, 
and they did not alter the philosophy of the bill. A clause 


was added stating that one of the goals of transportation 
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policy was protecting the interests of the users of trans~ 
portation facilities. The addition of this clause placed 
more emphasis on the "national unity" aspects of transporta- 
tion policy but did not meet the demands of the provinces 
and many of the pressure groups that reference to the elimi- 
nation of discriminatory practices be included as one of the 
objectives of transportation policy. The Committee also 
recommended the removal of the declaration that the forces 
of competition guide the operation of the transportation 
System except in areas where monopoly conditions were in 
existence. This amendment placed greater emphasis on the 
development of an efficient and competitive transportation 
System as the primary goal of transportation policy. 


Zee stbrue ture and Composition of the 
Canadian Transport Commission 





There were only minor amendments to the clauses out- 
lining the powers and composition of the Canadian Transport 


Commission. For example, a new clause was added stipulating 


that the Vice-President, who was to be a barrister, shall 


determine questions of law in cases before the Commission. 
The provision that the Secretary of the Commission must re- 
side in the City of Ottawa was removed from the legislation 
in the Committee's report. Finally, several of the research 
functions assigned to the Commission in Section 15 of the 
bill were amended in such a manner that the Commission would 


have the power to engage in research projects pertaining to 


ox ie ip 









ft) ale cotbag aa 
esillt iset- aor 


oP Saar” eA? 8 siartqae yy 


® 
a a . ~~ o ve 
3 é o é Ca 
a © . 7 ~ 
! : ae a 
a» * 


* ‘ 7 
‘ 
’ ~ 1W 4 i 
: “yitve ne 
x ~ ! 
rf » - “| 4 ¥ 
re " 
Tu Tre) Sits mse eet ss 
’ . . ; Pe ae] : tha 
Me ow ; he = x D4. 4... bm 18. a" ets te) 
‘308 TONIP Vino ee siete 
: 
t joo Eis etewwges 
; s ghilquisxs tone 
se Hee , ts sblesti=-5aly 
y" -“ usa <i) Wa i393 ineiiee 
~e t20e sobeeinnos ait te'vyasiaises sie rant 3 
\ —_—_- 





va 
oe ea? azoz? Cavonted ae copes 2c t6 et atte 
7 7 

i" ; a Te ius 


Padi th a deli sd ! 
a aes ~ potions xt ats t 






y 





-_— 


Ai 


transportation operations "within, into or from Canada". 
The original provisions merely gave the Commission the 
power to regulate transportation operations within Canada. 
The appeal procedures were amended: in such a man- 
Mer that any order or rule issued by the Commission pertain- 
ing to the Issuance or repeal of a licenge to operate a 
commercial air service, a motor vehicle, water transport, 
or commodity pipeline could be appealed to the Minister of 
Transport rather than to the Governor-in-Council. In addi- 
meon, the Commission could, at its discretion, receive 
representations from provincial or municipal governments 
when considering a case. The provinces had proposed that 
the Commission be obligated to hear representations from in- 
terested groups when considering a case. Thus, the provinces 
were only Sead able successful in having their recommendation 
Bmeonporated into the’ bill. The provision in the original 
ee © Of Bill C-231 stated that. any order or rule of the 
Commission was to be "stayed" pending an appeal by an opera- 
mor of another mode of transport who considered the 
regulations to be detrimental to the operation of his busi- 
ness. The railways had recommended that this provision be 
removed. They noted that the inclusion of such a provision 
would give other modes of transport oe opportunity to 
interfere in railway operations. The government accepted 


the railways’ argument and his provision in the legislation 
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was eliminated in the Committee's report. Finally, the pro- 
vision that all procedures and rules be approved by the 


Governor-in-Council was eliminated. 


3. Crow's Nest Pass Rates 

The amendments to those provisions of the bill 
dealing with the Crow's Nest Pass rates did not alter the 
Main provisions of the bill. For example, the rates on the 
movement of grain to the port of Churchill were frozen at 
the rate levied as of December 31, 1966. The Manitoba 
Government had requested that this amendment be made to the 
bill to ensure that rates on the movement of grain to 
Churchill would not increase. Finally, Section 329A of the 
bill was amended to include flour in the "At and East Rates" 


on grain moved through Eastern ports for export. 


4, Rate Regulation 





There were only minor amendments to the provisions 
dealing with rate regulation. ecoien 317 of the bill was 
renumbered by the Committee and reported to the House as 
Clause 16. The provisions of this clause were amended in 
such a manner that it was applicable to all modes of trans- 
port and not only to the railways. The original Section ALi 
was deleted from the bill and a new'section added in its 
place. The new section stipulated that shippers moving 
goods weighing less than 5,000 pounds, and who had no "“al- 


ternative, effective and competitive mode of transport", 
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could request that the Commission investigate any tariff 
levied by the railways that took “undue disadvantage of a 
monopoly situation". After investigation, the Commission 
could disallow such a tariff levied by the railway. While 
this amendment appeared, at least on the surface, to be a 
major concession by the federal government, Mr. J. W. Tel- 
ford recalled that at the time the amendment was being 
proposed, the railways were in the process of changing their 
rate structure in such a manner that shipments of less than 
5,000 pounds would be ea sane within the rate structure 
designated for express. As a result, these shipments would 
not come under this provision of the National Transportation 
Act. 

The major provisions of the legislation outlining 
the maximum and minimum rate formulae were not amended by 
the Committee. The only amendment included in the report 
was that the Commission report on the operation of the maxi- 


mum rate formula to the Governor-in-Council in four years» 


Breather than five years, after’ the enactment of the bill. 


5. Costing Procedures 


There were only minor amendments to these sections 
of the bill. For example, the provision forbidding the 
Canadian Transport Commission to release costing information 
to any party was not amended deepiiebane attempts of Western 


Canadian Members of Parliament to have this clause changed. 
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Section 387A of the bill was amended so that Sections DMs 
336, and 329A of the bill were included in the directives 

to the Commission when calculating variable costs. Finally, 
the Commission could hold publie hearings when developing 
br amending costing regulations. These Pues hearings, 
mowever, were to be called at the discretion of the 


* Commission. 


6. Conclusion 

A review of the amendments proposed by the Parlia- 
mentary Committee that examined Bill C-231 reveals that 
these amendments were of a minor nature and did not alter 
the major provisions of the bill. The minor amendments to 
the provisions of the maximum rate formula and to the pro- 
Visions governing costing procedures indicates that the 
Bemendations aya seyn by Western Canadian Members of 
Parliament, provincial governments, and pressure groups were 
ignored by the federal government. The views of Western 
Canada were presented in an articulate and persuasive manner 
by Members of Parliament such as Mr. H. A. Olson, Mr. J. 
Horner, Mr- chs ochreyer, Mr. lL. Sherman and by the, legal 
counsel for the Provinces of Manitoba and Alberta, Mr. A. V. 
Mauro and Mr. J. J. Frawley... The briefs presented by pres-— 
Sure groups such as the three Prairie Wheat Pools, the Coal 
Operators’ Association of Western Canada, and the Winnipeg 


Chamber of Commerce outlined in a very persuasive and precise 
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manner the recommendations proposed by Western eres The 

\ 
federal government was aware that Western Canadians believed 
that the legislation provided no protection from the monopoly 
position of the railways; however, they made no attempt to 


alter the provisions of the bill in such a manner as to give 


greater protection to Western Canada. In fact, many of the 


statements by Mr. Pickersgill contributed to the growing 
feeling in Western Canada that the legislation was designed 
to protect the interests of the railways and of Central 
Canada. In particular, Mr. Pickersgill's statement on the 
captive shipper clause and the release of costing data by 
the Canadian Transport Commission contributed to the growing 
fear in Western Canada that the provisions of the legislation 
would offer little or no protection from the monopoly posi- 
tion of the rade yppesee 
Despite the assurances of Mr. Pickersgill that the 
federal government was willing to accept amendments to the 


bill, it is evident that the Cabinet had approved the bill 


in its final form prior to its introduction into the House 


of Commons. The government had rendered a final decision 
on the various provisions of the bill and it was agreed that 
there would be no amendments to the most controversal sec- 
tions of the bill -- the maximum rate formula and the 
release of costing information. 

The Chairman of the Committee on Transport and 


Communications, Mr. Joseph Macaluso, indicated during the 
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debate in the Committee of the Whole House that the govern- 
ment had demonstrated its willingness to accept the | 
recommendations found in the briefs of provincial governments 
and pressure groups. He noted that: 
=... Ali the briefs.were carefully considered. I 
want to thank the Minister of Transport and the 
government in this respect, because it showed that 
the department and the minister were not inflexible 
in receiving suggestions from those who presented 
briefs. I think all members will agree with me 
that a great many amendments put forward in commit- 
mee were made as a result of briefs presented by 
individuals, provincial governments and companies 
that appeared before the committee. I believe this 
Helped many ‘of Us im our consideration of the bill 
and showed us the importance of [flexibility] in re- 
gard to a bill that was in the national interest, 
and would mean that once and for all Canada would 
havera Nnationalétransportation: policyrr. .. 

As noted earlier, a review of the briefs presented 
to the Parliamentary Committee and a summation of the 
recommendations proposed in the Committee’s report indicates 
that the federal government did not accept any amendments 
‘that would have changed the major provisions of the bill. 

In view of the recommendations proposed by Western Canada 
and the unwillingness on the part of the federal government 
to accept these amendments, it is difficult to understand 
how Mr. Macaluso could have made the above statement. 

In summary, Western Canada presented its recommenda- 
tions to the Parliamentary Committee in a very persuasive 
and articulate manner; however, the federal government chose 


to ignore these policy recommendations. Thus, Western 


Canadian recommendations were not incorporated into the 
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Committee's report and the burden of presenting the case 
for the West fell to the Members of Parliament from Western 
Canada during the debate in the House of Commons. 
pECTION Ii: DEBATE IN THE HOUSE OF COMMONS 
ON BILL C-231 

The debate in the House of Commons in December 1966 
and January 1967 provided Western Canadian Members of Parlia- 
ment with a final opportunity to persuade the government to 
enact amendments that would offer Western Canada greater 
protection from the monopoly position enjoyed by the ratte 
ways with regard to the movement of low value bulk commodities. 
The arguments and amendments advanced by Western Canadian 
Members of Parliament were not new or original. They had 
been proposed by the Governments of Manitoba, Saskatchewan, 
and Alberta as well as by pressure groups from Western 
Canada at the hearings of the Royal Commission on Transpor- 
tation, at the hearings of the Parliamentary Committees 
that examined Bill C-120 and Bill C-231, and at the meetings 
between federal and provincial representatives at the 
ministerial and official level. Clearly, the federal govern- 
ment was aware of Western Canadian demands. The only 
question that remained to be resolved was whether Western 
Canada could exert enough political pressure to force tne 
government into accepting several major amendments to the 
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Perhaps the most significant problem faced by 
Western Members of Parliament during this period was fre 
fact that the overwhelming majority of them were members 
of the Conservative Party. As a result, it was difficult 
for the Western Conservative Member of Parliament to convince 
the government that the opinions and views expressed during 
the debate represented the views of the electorate of Western 
Canada and were not merely obstructionist tactics designed 
to delay the implementation ofthe bill. 

The importance of the debate for Western Canada 
was emphasized on numerous occasions by Western Members. 
Mr. J. Horner revealed that the strategy of the Conservative 
Members of Parliament from Western Canada during the debate 
was to launch an all-out attack on the provisions of the 
bill in the hope that public opinion in Western Canada could 
be aroused to the point that the government would feel com- 
pelled to accommodate Western Canadian views to a greater 
Serent in the final. policy eee” 

Western Members of Parliament recognized that Mr. 
Pickersgill was extremely anxious to have the bill enacted 
by December 31, 1966. During his opening remarks to the 
Committee of the Whole House on December 20th, Mr. Pickers- 
gill expressed the hope that the wei ee would debate the 
various clauses of the bill for a limited time, thus ensur- 
ing the passage of the bill by the end of the Pek 
Among the reasons necessitating the prompt passage of the 


bill were the absence of provisions in the estimates for the 





Bis 


payment of additional subsidies to the railways beyond 
December 31, 1966, and the expiration of the legislation 
enacted in 1959 that had frozen non-competitive rates. The 
rates would remain frozen after December 31, 1966 only with 
the consent and co-operation of the railways. | 

tnereply to Nr. yPickersgill’s request, Mr. Horner 
and Mr. Schreyer accused the government of mishandling the 
timetable of the House by failing to provide the necessary 
time to debate such a complex and important piece of legis- 
ation.” While they both assured the Minister that the 
Opposition would not filibuster the bill, they noted that 
it was the acepe te of the Opposition, and Western 
Canadian Members of Parliament in particular, to examine the 
Miplications of the legislation. Clearly, the strategy of 
Western Members of Parliament was to obtain coneessions for 
Western Canada by prolonging the debate in the Committee 0 
mhe point that Mr. Pickersgill's concern that the legisla- 
tion be enacted without delay could be exploited. 

A review of the debate in the Committee of the 
Whole House indicates that Western Canadian Members of Parlia- 
ment introduced amendments in the following areas: the 
goals of transportation policy, the.structure of the Canadian 
Transport Commission, the Crow's Nest Pass rates, the eri- 
teria for rate control, and costing procedures. Each of 


these areas will be considered separately. 
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A. .Goals of Transportation 
Policy 

An analysis of the arguments advanced by Western 
Canadian epee of Parliament reveals that there were cer- 
in recurring themes found in every speech. In most 
instances, the views expressed by the Members had been ad- 
vanced on numerous occasions by provincial governments and 
pressure groups from Western Canada. For example, the 
notion that the objectives of transportation policy should 
be purely economic in nature was challenged by Members of 
Parliament such as Mr. J. Horner and Mr. E. Schreyer. 
Both these Members argued that the Canadian Pacific Railway 
was not a corporation like General Motors. Rather, the 
Canadian Pacific Railway performed a very special and unique 
function in Canadian society that placed it in the category 
of a public utility subject to governmental regulation. 
Transportation policy in their view should be designed to 
meet social as well as economic objectives and should ulti- 
mately enhance both the political and economic unity of the 
nation. Competition should not be the guiding force govern- 
ene. the operation of the transportation system in that in 
many areas of Canada the railways were in a monopoly posi- 
tion with regard to the movement of particular commodities. 
Under these conditions, the forces of competition could not 
function effectively. 

Mr. d. Horner summarized the sentiments of Western 


Canadian Members when he noted that it was essential that 
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there be general agreement on the goals and objectives of 
transportation policy before the various provisions of the 
)bill were enacted. He argued that: 


weeaas Own Uhnrough the years, through taxation, 

the people of Canada have provided adequate 
transportation facilities to enable the produc- 

ing areas to get their goods to market and the 
consuming areas to utilize the goods produced 
grreacross Canada. . . « That has been the . 
basic reasoning behind all transportation policies 
in years gone by. This bill is a revolutionary 
change trom all sthat..- It will set wp the railroads 
as business entities and the suggestion is that we 
Nowloreer need “them as public ‘utilities. In a 
sense, this is what we are being told; this is 
Wieliethis bile purports to do. Letus Look at 

the possibilities. Are they still public utilities? 
Are they something similar to General Motors, or 
are they something similar to a Canadian utility 
which is providing power, for example, to the city 
of Ottawa, or something like that? According to 
my interpretation they certainly still are us 
Pime a) lacsceyexntent piblich utilities 2.o ©. 1 


Similar views were expressed by Mr. E. Schreyer when he 
noted that the forces of competition in Western Canada had 
not developed to the point that they could remove existing 
inequities in the freight rate structure. In short, Mr. 
Schreyer challenged the basic philosophy underlying the bill 
and questioned whether the forces of competition could pro- 
vide adequate protection for Western Canada. The question 
ae arises from Mr. Schreyer's statement is whether he was 
expressing the views of the New Democratic Party or whether 
his views represented the opinions of Western Canadians in 


general. Mr. Schreyer's comments were similar to the views 


expressed by Conservative Members of Parliament from Western 
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Soanada.* In addition, the provincial governments of 
\ 


Manitoba, Saskatchewan, and Alberta supported Mr. Schreyer's 
views in their briefs to the Parliamentary Committee that 
mad examined Bill C-231. Thus, it would appear that Mr. 
Schreyer was expressing a viewpoint that enjoyed widespread 
support in Western Canada. During the debate he said: 


on. sPlvrseemtsetormerthatuin putting forward 
the legislation the government and the minister 
have committed one rather obvious error. They 
have taken the railway transportation and freight 
charges further away from regulation and have put 
too much faith in competition as an effective 
means of protecting the public interest. It may 
well be that certain evidence has come to light 
in the past years which would indicate that com- 
petition has increased in recent years, and has 
thereby become more effective in protecting the 
users of transportation services. That premise 
is certainly open to debate. But even if it 
were to be conceded that in some respects competi- 
tion in the transportation industry has increased, 
MenonalsOnan facheunat in.certain regions of this 
country. this is-less true. 

Wo asia ecateenere has not been suffi- 
cient evidence put forward to date to indicate 
that we would be well advised to consider competi- 
SiOleas a2 proper basis for the control of freight 
eharses in thie country, I-believe the-hon. 
member for Acadia was right when he said that it 
is in the national interest to continue regarding)» 
railway transportation as a public utility. ... 


In response to these rather general comments from 
Western Members of Parliament, Mr. Pickersgill noted that 
the government was faced with two possible alternatives 
when darting the legislation. One solution was for the 
government to continue to impose regulations on the railways 
and continue to compensate them for revenues lost as a result. 


of regulation. The other alternative was to remove all 
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restrictions imposed on the railways, and thus free them to 
compete with all other modes of transport. The government, 
he noted, had accepted the general recommendations of the 
Royal Commission on Transportation and had drafted legisla- 
tion in accordance with those objectives. 

A. W. Currie noted that, during the period from 
1958 to 1966, the Parliament of Canada authorized the pay- 
ment of $50 million in the form of subsidies to the Se cence 
This sum did not include the deficits of the.Canadian National 
Railway. The majority of the subsidies during this period 
were not tied to a particular service performed by the rail- 
ways Bit were in large part designed to compensate the 
railways for revenues lost as a result of the freight rate 
»freeze enacted Tilo S5oe.) Then continuation .of subsidies that 
were not directly related to specific railway.projects and 
Services was contrary to the recommendations of the Royal 
Commission. 

The acceptance of the recommendations of the Royal 
Commission as the basis for new legislation was challenged 
on several occasions by Western Canadian Members of Partie 
ment. The argument was made that a policy that would remove 
legislative Pere een the grounds that the railways 
were approaching bankruptcy was outdated in light of 
developments in the 1960's. Perhaps Mr. L. R. Sherman, 
Member of Parliament for Winnipeg-South, expressed the views 


of many Western Members of Parliament on this point when he 
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noted: 


we. Circumstances in the railroad business and 
circumstances in every facet and every level of 
society have changed sharply since the MacPherson 
Royal Commission carried out these investigations. 
When the MacPherson Royal Commission looked into 
transportation problems, and railroad problems in 
particular, in this country the railroad industry 
Was lin serious trouble.\-1 submit. that »this is 
hardly the case now. I do not think anybody in 
this committee can argue that the railroad indus- 
try is in serious financial trouble today. Its 
paventval for profit; progress and suceess,is,un- 
limited. Witness the bumper wheat crops which 
have been Canada's good fortune in the past five 
to seven years; witness the huge wheat contracts 
signed with other countries round the world; 
witness, for example, the rise in the potash in- 
dustry of Saskatchewan, a dream undreamed seven 
years ago when the MacPherson Commission began 
its investigation. .. .45 


In addition to general comments and observations 
regarding the goals and objectives of transportation policy, 
Western Members introduced several amendments designed to 
strengthen the social objectives of transportation policy. 
The most significant amendment was introduced by Mr. Gerald 
Baldwin, Member of Parliament for Peace River. Mr. 

Baldwin's amendment was designed to establish "the equal- 
ization of freight rates" as an objective of transportation 
policy. Specifically, his amendment was to be added to 
subsection III of Clause I and the amended section read as 


follows: 


C. each mode of transport, as far as practicable, 
receives compensation for the resources, fac- 
jlities, and services that it is required to 
provide as an imposed public duty; provided 


however that it is essential to recognize the 
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policy of equalization as a means of fF dealing 
equitably with all parts of Canada and as an 
being the-method best c t cakculated. “to facil i= 

tate th the _interchange 0. nor commodities b ‘between 

the various 8 parts o Moretie country as well : eles 

the encouragement of _industry and | agricul- 

ture _ in Ae) regions and the ne development < of 
export trade 




















The content of the amendment was hardly original in 
that the Turgeon Royal Commission of 1948 had recommended 
such a policy. The government accepted the recommendation 
of the Turgeon Commission and in 1952 amended the Railway 
Act so that the equalization of rates became an objective 
of transportation policy. The intent of the amendment was 
to impose greater governmental control on the railways by 
limiting the extent to which rates could vary from one 
megion to another. A second objective of the amendment was 
to give greater meaning to the term "public interest" found 
in Section 16 and to give some general policy directive to 
the Canadian Transport Commission when rendering decisions. 

Speaking in support of Mr. Baldwin's amendment, Mr. 
A. Hamilton noted that the amendment would not defeat or 
weaken the general coon not the bill. Such an amend- 
ment in his view could ultimately eliminate the long- 
standing grievance articulated by Western Canadians that 
Western Canada suffered from discriminatory Rs sees 

The government refused to support the amendment in- 
troduced by Mr. Baldwin on the grounds that sucha policy of 
equalization, if fully implemented, could lead to the elim- 


ination of the Crow's Nest Pass rates and the Maritime 
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Freight Rates Act. Clearly, these rates could not be ap- 
plied equally in all parts of the country without these 
regions losing the benefit of the rates. Technically, Mr. 
Pickersgzill was correct in his statement that, if the 
Principle of equalization was extended to its logical con- 
clusion, the benefits of the Crow's Nest Pass rates to 
Western Canada would be lost. In addition, Mr. Pickersgili 
noted that a policy of equalization was extremely difficult 
to apply and was in. direct opposition to the general phil- 
osophy of both the MacPherson Royal Commission and the 
legislation before Parliament. 

Despite the SoS ORae Initieaisre jection of Mr. 
Baldwin's amendment, Mr. Pickersgill introduced an amendment 
on behalf of the government that incorporated some of the 
mroposals found in Mr. Baldwin's amendment. It is interest- 
ing to speculate as to the reasons why the government 
accepted eres toeClause, © or the bill... One, ,explana— 
tion is that the government was planning ‘an amendment to 
Section 16 of the bill which would establish guidelines for 
the Canadian Transport Commission in determining when a 
rate was contrary to the public interest. A similar amend- 
ment to Clause I was therefore necessary to ensure that the 
term "public interest" would be defined in-a similar fashion 
aeall parts,of the ene The inclusion of Clause 
16 and the amendment to Clause Iwere also designed to ac- 


commodate the demands of Western Canada for greater 
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protection from the monopoly position of the railways. 
With these amendments, the term "public interest" would be 
defined more explicitly and the national unity aspects of 
transportation policy would be Strengthened. The enactment 
of these amendments was one of the major concessions made 
by the government in an attempt to accommodate Western 
Canadian demands. 

Specit caliaeir.h Pickerssiias amendment: added? a 
section "D" to Clause I of the bill. The new section read 
as follows: | | 


(d) each mode of transport so far as practicable 
Gariies tratiic to. or from .any point in 
Canada under tolls and conditions that do 
not constitute 
(i) an unfair disadvantage in respect of any 
such traffic beyond that disadvantage in- 
herent in the: location or volume’ of the 
traffic, the scale of operation connected 
therewith or the type of traffic or service 
involved, or 
(11) an undue obstacle to the interchange of 
commodities between points in Canada or un- 
reasonable discouragement of the development 
of primary or secondary industries or of eX-hog 
port trade in or from any region of Canada - 


With the introduction of Mr. Pickersgill's amendment, Mr. 

Baldwin withdrew his amendment and Mr. Pickersgill's amend- 
ment was accepted in its place. While Mr. Baldwin realized 
that the government's amendment did not encompass the full 
intent of his amendment, he reasoned that the amendment in- 
troduced by Mr. Pickersgill was the only amendment that was 


acceptable to the federal government. 
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Pickersgill's amendment. He noted that the sovernment 
amendment did not establish the principle of equalization 
as an objective of transportation policy in'as explicit a 
manner as the Baldwin amendment. For example, he noted 
that the equalization of rates would be an objective of 
transportation policy only if there were no legal and con- 
Stitutional requirements to the contrary and if the rates, 
when equalized, did not constitute an unfair disadvantage 
moanone region or another. In -Mr. Schreyer's view, the ad- 
dition of these new clauses offered little or no protection 
for Western Canada. Any assessment of the accuracy of Mr. 
Schreyer's comments as to the effectiveness of the amendments 
must await future decisions by the Canadian Transport Com- 
mission. For example, while Mr. Schreyer was correct in 
his comment that the terms of the amendments introduced by 
the government were not as stringent as the terms of Mr. 
Baldwin's amendment, a recent decision of the Canadian Trans- 
port Commission in December 1971 did provide some evidence 
to suggest that these provisions of the legislation do 
offer some protection for Western wate aer aa 
In summary, despite the attempts of Western Canadian 
Members of Parliament to amend Clause I of the bill, to 
modify the objectives of competition and efficiency as the 
primary goals of Canadian transportation policy, the only 


concession that could be gained from the government was the 
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inclusion of two additional clauses that made a very vague 
reference to equalization as an objective of SER Ne 
policy. In addition, the Canadian Transport Commission was 
given a rather vague directive as to how the term "public 
interest" should be defined in Clause 16. 
Beeorhe structure of the Canadian 
Transport Commission 

The organizational structure of the proposed Canadian 
Transport Commission was also questioned by Western Members 
of Parliament. In most instances, their comments were very 
general. in fact, there was only one amendment proposed that 
was specifically designed to alter the structure of the 
Canadian Transport Commission. 

Among the general questions raised by Western Members 
Of Parliament was the desirability of placing both the re- 
search and regulatory aspects of transportation policy under 
mae control of the-Canadian Transport Commission: Mr. J. 
Horner, for example, questioned whether the research branch 
of the Commission would remain an independent entity or 
whether the research undertaken by the Commission would 
merely support the decisions rendered by the Commission. In 
response to these charges, Mr. Pickersgill noted that the 
research and regulatory branches of she Commission would 
remain as separate and distinct entities. In particular, 


the research branch would consider questions that would not 
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relate in any way to the regulatory activities of the 
Commission. | 

The nature of the appointments to the Commission 
was a subject of concern to Western Canadian Members of 
Parliament. It was the view of Westerners that future ap- 
pointments to the Commission should not include representa- 
tives from the various segments of the transportation 
Menstry.?' This argument had been made during the hearings 
of the Parliamentary Committee by the three Prairie Wheat 
Pools. At that time, the government refused to make any 
commitment as to the nature of future appointments and 
Western Members of Parliament were no more successful in 
obtaining such a commitment from the government during the 
debate in the House. 

The question of regional appointments to the Cana- 
dian Transport Commission was debated in the Committee. For 
example, Mr. George Muir, Member of Parliament for Lisgar, 
requested that Mr. Pickersgill assure the Committee that all 
regions of Canada would be represented on the Gommission.-> 
In reply, Mr. Pickersgill noted that it was the government's 
intention to appoint individuals from all regions of Canada. 
However, when making appointments, regional representation 
would not be the only criterion considered by the govern- 
ment. In Mr. Pickersgill'’s view, expertise in the field of 


transportation should be the most important criterion in 


making appointments. 
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The only specific amendment introduced by a Western 
: \ 
Canadian Member of Parliament designed to alter the struc- 


ture of the Canadian Transport Commission was proposed by 
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Mr. Gerald Baldwin. Mr. Baldwin observed. that once regu- 
latory agencies are created they become increasingly 
insensitive to public opinion. In addition, there was a 
tendency for the regulatory agency to be dominated by the 
industry that it was created to regulate. Thus, it was es- 
sential, in Mr. Baldwin's view, that Parliament retain some 
control over transportation policy in general, and over the 
activities of the Canadian Transport Commission in particu- 
far. Speaking during the debate in Committee, Mr. Baldwin 
summarized the objectives of his amendment in the following 
manner: 


owt pr dOLnogasccept the proposition sthat 
Parliament should be asked to abandon its respons- 
PoLlLacyeinusuch avvyast ofieldgof operations, and 
yield in a practical sense the powers and the 
authorities to the commission without a safeguard 
of some kind. I use the words "in a practical 
sense" because this, of course, is what this bill 
will do. The government may retort and say, "We 
have always the power to legislate". But, Mr. 
Chairman, we have given-this tremendous authority 
over these various fields to the commission, and 
I am quite sure the commission will continue to 
be seized of them without too much change for a 
number of years. It is my belief this house should 
not be asked to yield up, without some safeguards, 
its rights and responsibilities'to the people who 
have sent us here. 

If this is not done, I am quite convinced that 
the powers of the commission will grow swiftly and, 
in due course, it will become harder and harder to 
find any method of examining or suggesting changes 
and alterations when it is essential to do so. 
Once we give up this right, I doubt that we will 
ever get it back. eS 
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Interviews in Western Canada with farm and busi- 
ness groups, as well as with government officials, supported 
Mr. Baldwin's contention that the Board of Transport Com- 
missioners, during the 1940's and 1950's, had become 
increasingly identified with the interests of the railways.°? 
A similar charge has been made by farm and business groups, 
as well as by government officials, with regard to the 
Canadian Transport Commission. Any final assessment of the 
Commission's identification with the railways must await 
mecure decisions. .With regard to Mr. Baldwin's assessment 
meevo the role-of Parliament in the formulation of trans- 
portation policy, it would appear that Parliament has 
virtually no input into the formulation of. transportation 
policy. The entire area has been turned over to the 
Canadian Transport Commission and the ability of Parliament 
to scrutinize Ehempolicy) decis#ons! of the Commission is 
negligible. 

To ensure the continued involvement of Parliament 
in the formulation of transportation policy, Mr. Baldwin 
recommended that a Statutory Committee of the House of 
Commons be established to scrutinize the activities of the 
Canadian Transport Commission. While Parliamentary Com- 
mittees have the authority to examine and review the 
activities of regulatory agencies, the authority to examine 
these agencies comes cron Parliament and not from the 


legislation establishing the agency. Mr. Baldwin's proposal 
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that the Committee's authority come from the legislation 
establishing the Commission was a new and original de epee 

The Committee would draw its authority from the 
National Transportation Act and would be constructed in the 
following manner: 


(1) As soon as practical after the commencement of 
the first session of each parliament, in any event 
not more than 15 days after the commencement of the 
said session , a committee of 12 members of the 

House of Commons (to be known as The National Trans- 
port Act Committee) shall be appointed for the 
duration of such parliament according to the practice 
of this house with reference to the appointment of 
members to serve on standing committees. 


(2) There shall be a chairman and a vice-chairman 
of the committee who shall be elected by the members 
from time to time provided however that the chair- 
man shall be a member of the opposition. 


(3) Save where otherwise provided herein the 
general practice as established by the Standing 
Orders shall prevail with regard to the meetings 
and acts of the said committee. 


(4) The powers and duties of the committee are: 
(a) to examine the annual report made to the 
Governor-in-Council by the commission and to report 
to the house with such comments as it thinks fit 
any items or matters referred to in this report; 
and 

(bd) to enquire into any question which is referred 
to it by the House of Commons and to report to the 
house upon that question. 


(5) The committee may, and at the request of the 
witness giving evidence shall, take in private evi- 
dence whether oral or documentary which in the 
opinion of the committee relates to a secret or 
confidential matter. 


(6) Where at the request of a witness evidence is 
taken by the committee in private the committee or 
member shall not, without the consent in writing 
of the witness, disclose or publish the whole or 
part of evidence. 
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(7) Every person competent to give evidence 

touching any matter under discussion in the 

committee shall be a compellable witness. 

(8) A person who gives evidence before the 

committee shall not without just cause (proof 

whereof shall lie upon him) refuse 

(a) to be sworn or make a statement; 

(b) to answer a question put to him by the 

committee or member thereof; or 

aratg ane produce any document which he is re- 

quired by the committee to produce. 

In response to Mr. Baldwin's amendment, Mr. Pickers- 

Merit noted that the Standing Committee on Transport and 
Communications could perform these functions and that the 
government was not prepared to accept his storahen ee 
Despite the attempts of Western Canadian Members of Parlia- 
ment to ensure that Parliament would retain a degree of 
control over the activities of the Canadian Transport Com- 
mission, Mr. Baldwin's amendment was defeated by a recorded 


moce of 62 to 30. 


fe Crow's Nest Pass Rates 

The Crow's Nest Pass rates were the subject of con- 
siderable discussion in the Committee. The issue of concern 
to Western Members of Parliament was the inclusion of : pro- 
vision in Section 329 that obligated the Canadian Transport 
Commission to review the compensatory nature of the rates 
three years after the bill was enacted. Western Members of 
Parliament were convinced aE Ss review of the rates would 
be the first step leading to their eventual elimination. 
During the course of the debate, references were made to 


statistical data that had been presented to the MacPherson 
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Royal Commission by the three Prairie Wheat Pools indicat- 
ing that the railways were not losing money on the movement 
of grain. Furthermore the government's attention was drawn 
to the minority report that had been written by Commissioner 
Rene Gobeil in which he noted that the railways had failed 
to demonstrate that they were in fact losing money. Mr. J. 
Horner expressed the views of many Members of Parliament 
from Western Canada on this issue when he sald: 

- « « In the time permitted to me I should like 

to explain to the house my views in this regard. 

ue woulde say vo thes minister, first of all, that 

many people believe this particular clause in 

the bill is the thin edge of the wedge. Time 

and time again it has been stated to western 

Canada that the Crowsnest pass rates are the 

Magna Carta of the west. This is an accepted 

view. But if many people in western Canada see 

what I see in this bill, they will readily con- 

mliuceer neil hias, bil) 4 arid his. clause iin 

particular, is the thin edge of the wedge with 

regard to the eventual destruction or removal of 

the Crowsnest pass rates. . sO2 

Mr. Pickersgill attempted to reassure the Members 

that the inclusion of the review procedure would not be the 
first step leading to the eventual elimination of the Crow's 
Nest Pass rates. He stated that the government was merely 
implementing the recommendation of the MacPherson Royal 
Commission that an investigation be undertaken to determine 
if, in fact, the railways were losing money on the movement 


of grain. The government's position was summarized by Mr. 


Pickersgill in the following manner: 


: vid Mee 
7.4 
“<q { ; ) ta 
f : shoe 
db ESA VEhe~w 
- . i-* ~~ » > 
i 
Ps “ _ 
-s bo & 
ra f 
= , £ji 
f 
\ 
|_¢ ian 
r “Ss ros 
~ f a ev 
=~ Ye 
i ’ ¢ q] 
. 
e a] 
_ 7 
; 4 aM Des = 
= 5 ’ 
A . 
5 4 < 
v Pi 2 
~ ia & ae yO he 
- 
3 - ‘ eo 
fey in f rom Seg any =& 
~ : 
= - 
> Li + » 4 7 =~ I « 
so f sites ho @ ol bzveevat ris 









sas rom acl te ve witwal oxeyiecsitlers ett ato 





xt a. ie oie fe aii cee 


so? 
; ae ty ve 
ba? a - : . 


~ 
as 





562 


» « «. Let me repeat: There is. no. intention 
Withever ww oameced Lieis torbiddensin this bill, 
to review the Crowsnest rates. They are frozen 
as hard as any legislation could possibly freeze 
them for all time to come. We have even improved 
the situation by freezing them specifically for 


The review has to do with the cost of moving 
this grain, and nothing else. The review will 


not endanger the Crowsnest rates in any way what- 
SOcverueiuetech, 1 tywilliccatesuard. them, and if 
hon. gentlemen opposite are right in believing 
that the rates are compensatory, the sooner some- 
one can establish that contention objectively, 

the better, because then nobody could attack the 
mec This is what we are seeking to accomplish. 


Despite the assurances oF Nr. Pickersgid bP oothe Conservative 
Members of Parliament found his explanation inadequate and 
Mr. Gordon Churchill moved an amendment that sofia have 
eliminated Section 329 from Ane PAMELA 
Mr. Jack Horner, during an interview, recalled the 
events surrounding the debate on Mr. etarouil <s amendment 
by noting that the Conservatives had introduced the amend- 
ment as part of their strategy designed to mobilize public 
opinion in Western Canada. The Western Conservative Members 
of Parliament reasoned that the Crow's Nest Pass rates were 
an emotional issue in Western Canada and that it would be 
possible to Ee public opinion in support of their 
Beition.°? While it was extremely unlikely that Mr. 
Churchill's amendment would be accepted by the government, 
the Conservative Members of Parliament were hopeful that a 
prolonged debate could ultimately lead to further concessions ~ 


by the government. This was the price Western Canadian 
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Members of Parliament calculated the government would be 
prepared to pay in their desire to have the bill enacted 
without undue delay. 

After a two-day debate that was dominated by the 
Conservative Members of Parliament from Western Canada and 
by Mr. Pickersgill, Mr. Churchill's amendment was passed by 
meyoue of 59 to 5g.0° The defeat of the government in. 
Committee was the first time that the minority Liberal 
Government had been defeated in the House. ‘The acceptance 
of the Conservative amendment came as a complete surprise, 
and there were rumblings from the Liberal caucus that the | 
party whips would enforce attendance in the House for the 
remaining portion of the debate. Newspaper reports reported 
Mr. Pickersgill as saying that he had been humiliated by 
the defeat of the government in camietoenc: 

The government's immediate re sponse was to have a 
motion passed to delay the vote on the final version of the 
clause. This would permit the government to introduce ad- 
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ditional amendments to the clause at a later date. In 


addition, Mr. Pickersgill drew to the attention of the House 
the fact that the acceptance of the Conservative amendment 

to eliminate Section 329 in its entirety not only removed 

the review procedure but eliminated a provision that defined 
those grain products that were eligible to be moved under 

the Crow's Nest Pass rates. He produced a list of thirty-six 


grain products that would no longer be covered under the 
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Crow's Nest Pass Agreement because of the elimination of 
ine definition of grain found in Section 329. 

To compensate for the loss of the review provision, 
Mr. Pickersgill introduced a motion that would have em- 
powered the Canadian Transport Commission to review all 
Statutory rates two years after the enactment of the emia ted 
The amendment was similar to the original provisions of 
Section 329. The Conservatives immediately questioned the 
validity of the amendment by noting that the matter had been 
disposed of when their amendment to Section 329 had Been ac- 
cepted by the Committee. Thus this issue could not be 
raised again in that session of Parliament. A Sasa huiaA 
debate followed the introduction of Mr. Pickersgill's amend- 
ment and Members of Parliament from Western Canada, such as 
Mr. Gordon Churchill, Mr. E. Woolliams, Mr. A. Hamilton, 
and Mr. J. Horner, used the opportunity not only to denounce 
the amendment but to restate the advantages and importance 
meecne Crow s Nest Pass rates for Western cee Mr. J. 
Horner recalled that the Conservatives would have been will- 
ing to accept Mr. Pickersgill's amendment if there had been 
some reference in the amendment to the effect that the 


Crow's Nest Pass rates would be excluded from the general 
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review of all statutory rates. 
After much debate, the legality of Mr. Pickersgill's 
amendment was appealed to the Chairman of the Committee of 


the Whole House. After deliberation, the Chairman noted 
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Ghat the rules clearly stated that once an issue had been 
decided by a committee, the issue could not be raised in 
the same form in the same session. The essence of the 
argument in his view was whether Mr. Pickersgill's amendment 
Serrered in substance-from Section 329 of the bill. The 
Chairman ruled that Section 329 dealt exclusively with the 
Grow's Nest Pass rates while Mr. Pickersgill's amendment 
Mererred to all statutory rates. In addition, Section 329 
provided for a single review of the Crow's Nest Pass rates 
after a three-year period while Mr. Pickersgill's amendment 
proposed a continuing review of all statutory rates. Finally, 
Section 329 stipulated that the Canadian Transport Commission 
review the Crow's Nest Pass rates after a three-year period 
while Mr. Pickersgill's amendment stated that such a review 
would take place at the request of the railways. These dif- 
ferences, in the Chairman's view, differentiated the two 
clauses and he ruled that Mr. Pickersgill's motion was in 
order. /7 

The Conservatives immediately appealed the ruling 
to the Speaker of the House. A procedural debate again 
developed as both the government and the opposition presented 
its case to the ereaer, After one day's deliberation, 
the Speaker ruled that Mr. Pickersgill's amendment was not 
in order. In reaching this decision, the Speaker reasoned 
that once a rule had been negated, it could not be considered 


again that session. In his view, there was no substantive 
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difference between Mr. Pickersgill's amendment and those 
provisions of the bill that had been deleted by the Conser- 
vative anisiaon One 

With the ruling of the Speaker, the only remaining 
issue with regard to the Crow's Nest Pass rates was the 
definition of grain that had been excluded from the bill by 
fer celetion of Section 329. To remedy this situation, Mr. 
Pickersgill introduced an amendment to Section 470 that was 
designed ". . . to give protection to all the rates on pro- 
ducts that are not directly protected by statute but which 
are generally referred to as the Crow's Nest Pass Se tueptg Fe 
This amendment was unanimously accepted by the tie and 
the debate on those sections of the bill pertaining to the 
Crow's Nest Pass rates was) concluded. 

The deletion of the review procedure found in 
Section 329 was a major political victory for the Western 
Canadian Members of Parliament. The injection of Western 
Canadian views into the final policy output on this particu- 
lar issue did not occur because etees Canadian Members of 
Parliament had been successful in convincing the govern- 
ment, on the basis of their arguments, that the review 
procedure should be eliminated from. the bill. The acceptance 
of this amendment by the government was assisted by the 
failure of the Liberals to have enough Members present for 


the vote in Committee and by the ruling of the Speaker that 


Mr. Pickersgill's amendment was not in order. 
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D. Rate Regulation 

The debate in the Committee on those provisions of 
the bill outlining the criteria for the determination of 
freight rates presented Western Canadian Members of Parlia- 
ment with an opportunity to reiterate the arguments that had 
been advanced on earlier occasions by spokesmen from Western 
Canada. A review of the speeches by Western Canadian Members 
of Parliament revealed that they were convinced that freight 
rates in Western Canada would increase if all regulations 
were removed and the railways were given a free hand to de- 
termine their own rates within the general Pierre 
proposed in the Tema Tare ome For example, meets tee Gate 
formula designed to protect certain regions of Canada from 
the monopoly position of the railways provided no protection 
for Western Canada. The definition of the captive shipper 
found in Section 336 as well as the 150% - 30,000 pounds 
provisions of the maximum rate formula led many Western 
Members to the conclusion that no shipper would take advantage 
of the formula. Rates calculated under the formula, in their 
view, would be higher than existing rates. In addition, 
the ‘provisions of Clause 16 -- "the public interest" clause 
-- were the subject of considerable debate. For example, 
Western Members were critical of the absence of any guide- 
lines indicating how the term "public interest" should be 
defined or what constituted a prima facie case. Western 


Members used the vague terminology of the clause to urge the 
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government to enact amendments that would place greater 
legislative restrictions on the activities of the railways. 

In response to these general criticisms, Mr. Pickers- 
gill argued that the maximum rate formula would in fact 
offer protection to those shippers that were Cru ls: caniaee ¢ 
The inclusion of Clause 16 in the bill was a direct result 
of representations made to the federal government from 
Western Pe padaess Me erickersciil inotedethat: thisiwas. the 
most general of the clauses establishing the criteria for 
the determination of rates and in many ways could be seen 
as the replacement clause for those clauses in the Railway 
Act that forbade "unjust discrimination" and "undue prefer- 
ence" with regard to railway practices. Western Members 
found Mr. Pickersgill'’s explanation inadequate and as each 
of the four pertinent seetions of the bill were considered 
in Committee, specific amendments were proposed to two of 
the four sections. 

There was only limited debate on the provisions of 
the minimum rate formula and Western Members of Parliament 
did not move any specific amendments to this particular 
clause. However, there were several specific amendments 
proposed to the maximum rate formula that were designed to 
alter the provisions of the formula a such a manner that it 
would provide greater protection for Western Canada. For 


example, Mr. L. Sherman moved an amendment that would have 


extended captive shipper status to all those shippers whose 
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rates had been lowered as a result of the enactment of the 
\ 


Freight Rate Reduction Act of 1959./? The enactment of this 





legislation had resulted in lower freight rates in Western 
Canada in particular. Clearly, the extension of captive 
Shipper status to these shippers would have been of direct 
benefit to Western Canada and would have placed the onus on 
the shipper to declare himself to be captive within the 

terms of the Act. This amendment had been proposed by the 
Government of Manitoba during the hearings of the Parliamentary 
Committee. The recommendation was rejected by Mr. Pickers- 
gill at that time and was again dismissed by the government 
on the grounds that such an amendment would aie the basic 
philosophy underlying the maximum rate formula. In addition, 
Mr. Pickersgill observed that, in nis view, it would be in- 
possible to draft a maximum rate formula that would offer 
greater protection to shippers of bulk commodities. His 
views on Mr. Sherman's amendment were summarized in the 


following manner: 


. - . The hon. member for Acadia and the hon. member 
for Medicine Hat made it very clear earlier that the 
maximum rate formula envisaged here would not offer 
an alternative which would be more attractive to the 
bulk shippers than the rates they are now paying. 
Therefore I do not think any maximum rate formula we 
could possibly write into the legislation would meet 
with the situation of tulk shippers. . . .80 


Mr. Sherman's amendment was subsequently defeated by a vote 3 


@r63 to 40. 
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Mr. H. A. Olson was extremely critical of the pro- 
visions of Section sehen He noted that it would be 
“impossible to improve this section by the enactment of spec- 
ific amendments, and he subsequently moved an amendment 
designed to eliminate the section in its entirety from the 
Sill. Using many of the arguments advanced by the Govern- 
ment of Alberta in its brief to the Parliamentary Committee, 
Mr. Olson encouraged Members of Parliament to concentrate 
their efforts on having the government accept amendments to 
Clause 16. In Mr. Olson's view, an amended Clause 16 would 
offer Western Canada more protection than would any of the 
other clauses. The government rejected Mr. Olson's amend- 
ment on the grounds that the deletion of this clause would 
alter the basic philosophy of the bill -- that the railways 
Becia be free to set rates within the limits of a maximum 
and a minimum formula. Despite support from Members of 
Bertiament such as Mr. E. Schreyer, Mr. J. Horner, Mr. L. 
Kindt, and Mr. R. Cantelon, Mr. Olson's amendment was 
defeated by a vote of 56 to 33. 

Mr. E. Schreyer moved an amendment designed to 
eliminate the figure of 150% from the maximum rate formula 
and to substitute in its place a figure calculated by the 
Canadian Transport Commission that would guarantee the rail- 
ways a minimum level of eae In Mr. Schreyer's view, 
such an amendment would result in the elimination of a 


formula that did not accurately reflect conditions in the 
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railway industry at the present time with a formula that 
would give greater protection to the captive shipper. Mr. 
Pickersgill objected to the amendment on the grounds that 
the 150% and 30,000 pounds figures used in the maximum rate 
formula were taken from research studies undertaken by the 
MacPherson Royal dejtnce apiece In reply, Mr. Schreyer indi- 
cated that neither the Commission nor the government had 
advanced any arguments to justify the acceptance of these 
figures. He implied that these figures had been injected 
into the legislation at the urging of the Serta ee The 
debate concluded with Mr. Pickersgill noting that he had 
more confidence in the advice given to him by ne advisers 
than in the advice being given to Western Members of Parlia- 
Ment by their advisers. With the defeat of Mr. Schreyer's 
motion, by a vote of 46 to 16, the debate on Section 336 
concluded. 

During the course of the debate, Western Members of 
Parliament came to the view that the provisions of Clause 16 
of the Act, if amended, could provide the most protection 
for Western bate PP Asad result, the provisions or this 
clause were debated at length and the government was per- 
Suaded to accept two amendments. The issue of particular 
concern to the Western Members of Parliament was tet there was 
no definition of the term "public interest” in the clause. 
Western Members of Parliament reasoned that, if the clause 


was to offer any protection for Western Canada, it was 
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essential that the term be defined more precisely. 

In response to Western Canadian demands, Mr. 
Pickersgill introduced an amendment to Clause 16 that gave 
greater meaning to the term "public interest" and offered 
direction to the Canadian Transport Commission when con- 
g@rdering cases under this clause of the Act. Specifically, 
Mr. Pickersgill's amendment to subsection 3 of Clause 16 
inserted the same terminology that had been added by the 
government in an amendment to Clause 1. The amended sec- 
tion of Clause 16 read as follows: 

(a) whether the tolls or conditions specified for 
the carriage of traffic under the rate so established 
aré such as to create 

(i) an unfair disadvantage beyond any ene 
that may be deemed to be inherent in the location 
or volume of the traffic, the scale of operation 
connected therewith or the type of traffic or ser- 
vice involved, or 

(ii) an undue obstacle to the interchange of com- 
modities between points in Canada or an unreasonable 
discouragement of the development of primary or 
secondary industries or of export trade in or from 
any region of Canada. 

Mr. Pickersgill noted that the addition of this 
amendment to Clause 16 was designed to meet Western Canadian 
demands. However, Western Members of Parliament were not 
satisfied with Mr. Pickersgill's amendment and they con- 
tinued to pressure the government to further amend Clause 
16. For example, Mr. G. Baldwin noted that subsection 4 of 
Clause 16 did not permit shippers to use the provisions of 
this clause to appeal a rate that had been established by 

F * - 8 - 


the Canadian Transport Commission under Section 336. In 


=i 
m - 4'-& 
: BAY 25 4p 







-- 
J 
\ 
as = a 
‘ i 
c é 
} . 
f 
f 
\ 
/ " 
y r 
2 
2 aa 
bb 7. 
~~ a ‘ 
: 
- 
* t LS " ' _ 
id sv73aq) Ne ~e 
‘ bs 7 bd 7 
; ae 
; — ' 
— aoe. & LU ieeronelS.- aM ay ie Bee 


AL? ee “elect oo tncuntyeyoa_ et? .sibaests ae 











ted A Sower es Jc * pw rem nist fee i t, .6lgmese se 
- a Fd i vs A, ‘ eS - a 7 7 f 





A oT 4 


. 7 a £ 7 


52 


Mr. Baldwin's view, such a restriction would have a direct 
impact on Western Canada in that, should a shipper request 
that the Commission grant him captive shipper status, the 
shipper could not utilize the provisions of Clause 16 to 
Bppeal the rate set by the Commission if, in the shipper's 
mrew, the rate set by the Commission was too high. . Mr. J. 
Horner noted that the amendment proposed by Mr. Pickersgill 
made reference to "unfair disadvantage beyond any inherent 
in the location or volume of Rearei cron In Mr. Horner's 
view, this provision would provide no protection for Western 
Canada ed would merely place the railways in the position of 
having the power to determine where industries Hiescates locate 
and whether certain industries would survive. It was es- 
mmotal that the term “public interest" be defined more 
precisely if the clause was to provide protection for Western 
Canada. In summarizing his position, Mr. Horner said: 


mere nve is where | come to the crux of -my 
problem. I say this clause does not give him 
enough protection from discriminatory action by 
the railroads. Many people feel that the rail- 
roads are in a position, through their regulations, 
to rule out unjustly a plant, a manufacturer or 
an industry. This gives the railroads a power 
to which I do not feel they are entitled. I do 
not think this house feels they are entitled to 
ft sand =@bedo not’ think’ the™people of “Ganada feel 
the railroads are entitled to that power. . 

. » » The citizen says he wants protection 
from discriminatory action by each one of these 
modes of transportation. As I say, clause 16 
really does not give that protection. The minis- 
ter's amendment does not go quite far enough 
although it goes farther than clause Losand. £ 
commend the minister for suggesting it. The 
minister's amendment may be acceptable to the 
committee, and I have no objection to it. How- 
ever, I wanted to speak on it before it was 
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Hacsed sie Wanted. To. point. out» that it did. not 

go far enough. There should be some words \ 
added either before or after "public interest" 

or there should be a definition of public in- 
terest in this bill. What does public interest 
mean?°9 

In reply, Mr. Pickersgill indicated that .since the 
terminology in Clause 1 and in subsection 3 of Clause 16 
were identical, the government would be willing to intro- 
duce a further amendment to ene 16 to indicate that the 
Meeinition of the term "public interest" in Clause 16 would 
include the public interest as described in Clause lie 
Such an amendment would expand the definition of public 
interest to include more than the term “unfair disadvantage", 
yet at the same time would ensure that the Canadian Trans- 
port Commission retained the power to interpret the phrase 
"the public interest" as they saw fit. 

Although Western Members of Parliament were not 
completely satisfied with this amendment, the Conservatives 
were quick to realize that the government had met their de- 
mands in part and had drafted two amendments that were 
designed to give greater protection to Western Canada. 

As a result, they did not pursue the issue and Mr. Pickers- 
gill's two amendments to Clause 16 were accepted by the 
Committee. 

During the last days of the Committee debate, how- 

ever, Mr. R. Cantelon introduced a further amendment designed 


to define more precisely the term "public interest” in 


Clause 16. Specifically, his amendment would have amended 





OtD 


subsection 2 of Clause 16 to read ". . . may prejudicially 
| re 

affect the business of the complainant or the public in- 
ae The inclusion of the words “the business of the 
complainant” would in Mr. Cantelon's view offer more pro- 
tection to the small businessman in Western Canada.to appeal 
@ particular rate to the Canadian Transport Commission under 
mre provisions of Clause 16. 

Mr. Pickersgill's immediate response to this amend- 
ment was that the inclusion of: such a clause would result 
in the Commission being inundated with a large number of 
complaints that, in the Minister's view, would be of a 
frivolous ete ae bn.addi ¥ion ys the: inelusiom of such a 
Brovyision could. result in the Commission becoming involved 
in the detailed regulation of rates. Such a practice would 
not conform with the general philosophy of the bill. With 
the defeat of Mr. Cantelon's motion, the Committee concluded 
its debate on Clause 16. 

There was only limited debate on Section 317 and 


no amendments were proposed to this section by Western 


Canadian Members of Parliament. 


E. Boosting Procedures 

| The fone in Committee on those sections of the 

Act pertaining to costing regulations and procedures provided 
Western Canadian Members of Sat eae an additional 7 
opportunity to criticize the provisions of Section 336 and 


Clause 16. There were three issues that were of particular 
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concern to Western Canada -~ the release of costing data 
to Members of Parliament to enable them to assess the im- 
pact of the maximum rate formula on the existing rate 
structure; the development of costing orders and regulations 
by the Canadian Transport Commission; and the release to the 
public of costing data obtained by the Commission from the 
railways. Each of these issues will be discussed separately. 
me Jhelease oF tee Tee 

Members of Parliament 

Members of Parliament, provincial Premiers, aii 
their officials, and pressure groups from Western Canada had 
urged the federal government to release adequate costing 
data so that the impact of the maximum rate formula could 
be assessed with greater accuracy. The federal government 
had consistently refused to release this data on the grounds 
that the competitive position of the two railways would be 
restricted by the release of such data. The railways had 
consistently supported the government's position on this 
issue. During the debate in Committee, Western Members of 
Parliament renewed their demands that the costing data be 
reléased. The government refused to move from its original 
position, and dismissed Western demands with reasons that 
had become well known to Western Members of Parliament. 
Thus, despite the concerted efforts of provincial and federal 


politicians, the federal government continued to refuse to 


release this data. 
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2. ‘Determination of Costing 

Regul Regulations 

Provincial governments, Members of Parliament, and 
Beessure groups from Western Canada indicated on several 
occasions to the federal government the importance they at- 
tached to the development of adequate costing procedures by 
the Canadian Transport Commission. In a cost-oriented rate 
structure, the development of costing regulations was a 
erucial factor. Western Canadian Members of Parliament, 
during the debate in Committee, attempted i obtain from Mr. 
Pickersgill an assurance that interested groups, as well as 
the provincial governments, would have the opportunity to 
fare representations to the Commission on this matter. In 
reply, Mr. Pickersgill assured the Members that one of the 
first acts of the Commission would be the development of 
such costing regulations and that Western Canada would be 
invited to make representations at that shee It would 
appear that Mr. Pickersgill was in a position to make these 
kind of assurances to Western Canada. During this period, 
there were persistent rumors circulating in Ottawa COs iLIEe 
effect that Mr. Pickersgill would be appointed to the 


Canadian Transport Commission once the legislation had been 


enacted. 


3. The Release of Costing Data in the 
Possession of the Commission 


Section 387C forbade the Canadian Transport Com- 


mission to release any costing data that was obtained from 
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the railways. The provincial governments had attempted to 
persuade the federal government, during the hearings of the 
Parliamentary Committee, to amend Section 387C in such a way 
that the Commission would be obligated to release this data. 
The government refused to accept this: proposal on the 
grounds that the release of this data would destroy the 
competitive position of the railways. The Western Canadian 
response was that there was open collusion between the rail- 
Ways with regard to the setting of rates. In addition, it 
would be impossible in the future for interested parties to 
take cases to the Commission under the various sections of 
the Act without accurate and complete costing data. 

Western Canadian Members of Parliament renewed 
‘their demands during debate in the Committee and Mr. L. R. 
Sherman moved an amendment that would have removed Section 


96 


Meo7o int its entirety from the bill. In response, Mr. 


Pickersgill reiterated the traditional arguments advanced by 
the federal government as to why this data could not be re- 
leased. Mr. Pickersgill summarized the government's position 


in the following manner: 


wee!) I think, nowever,’ it is not unreasonable 
for us, in seeking to be fair to one section of 
the community also to seek to be fair to another 
section of the community. I believe that when we 
are telling the railways that we do not want to 
subsidize them, that we want them to earn their 
own living, we should not do anything that will 
give them the feeling that they will be inhibited 
in doing so. I do not agree with hon. gentlemen 
opposite who say that they think a shipper, in 
his bargaining with the railway, should be told 
what the railway's costs are to help him make his 
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bargain to obtain a lower rate unless the rail- 
ways are told what the shipper's financial 
position is so that the railways can decide how 
PRECtimice cat atrord Go pay... . 
g apetoateet st believe the presence of this clause 
in the bill would reassure the railways in this 
respect. _ There would be less resistance to pro- 
viding this kind of information, which the 
coumigelon reallyomust: have afs-it/’ys*totdo its 
duty properly, if the railways-knew this infor- 
mation was protected by statute. . . .97 

After a short debate, Mr. Sherman's motion was defeated. 

A compromise motion was introduced by Mr. David 
ewe. o8 Mr. Lewis' motion amended Section 387C to the ef- 
fect that costing data would not be released by the Canadian 
Transport Commission "unless in the opinion of the commission 
such publication is necessary in the public interest... 6" 
In an interview with Mr. Pickersgill, he indicated that this 
was precisely the same amendment he would have proposed if he 
had had the Poor cane. Because of the similarity be- 
tween the two motions, Mr. Lewis' motion was accepted by 
the government. Western Members of Parliament supported the 
amendment since they knew that this was the only concession 

ae 100 
that the government was prepared to make on this issue. 
| The second concession that was made by the govern- 
ment as a result of Western Canadian representations was 
that Mr. Pickersgill assured the Committee that the Canadian 
Transport Commission would release all costing data presented 
by the railways in cases involving applications for captive 


shipper status and the setting of a maximum rate, and in 


cases involving the "public interest” under Clause 16. 
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The Committee concluded its clause-by-clause study 
of the bill on January 26, 1967. After : very brief debate, 
at which time one or two speakers from each party summarized 
their party's views on the bill, the bill passed third read- 
ing on January 27, 1967 by a vote of 70 to ene td Among the 
seventy Members of Parliament voting in favour of the bill 
were sixty-seven Liberals, two Social Creditors, and one 
Independent from Quebec. The only Liberal from the Prairies, 
the Hon. Roger Teillet, did not vote. Among the fifty-three 
Members of Parliament who voted against the bill, sixteen 
of them came from Manitoba, Saskatchewan, and slbertal ie 
Among the more prominent Western Canadian senpere of Parlia- 
ment who did not vote were Messrs. Baldwin, Woolliams, Bigg 
Dinsdale, Diefenbaker, Hamilton, Gundlock, Harkness, Horner 
(Hugh), Kindt, McIntosh, and Thompson. In total, thirty-one 


of the forty-seven Members of Parliament from Western Canada 


were not present for the vote. 


SECTION III: THE SENATE RECEIVES THE BILL 

The bill received first reading in the Senate on 
January ply 1967 and, after a three-day debate on second 
reading, the bill was sent to the Standing Committee on 
Transport and Communications for detailed study. The Com- 
mittee examined the bill for two days and it was sent back 


to the Senate without amendment. The bill received third 


reading and Royal Assent on February 9. 
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During the debate on second reading, the Honourable 
Jean Paul Deschatelets, the Government Leader in the Senate, 
outlined the major provisions of the bill and stressed the 
Willingness of the government to accept further amendments 
mo the piles? The amendment in the House of Commons to 
Section 329 of the bill was used as an example by Mr. 
Deschatelets to demonstrate the government's willingness to 
accept further amendments. Among the Senators from Western 
Canada who spoke during the debate were the Honourable G. S. 
Thorvaldson (Winnipeg Saath be the Honourable M. Asseltine 
fRosetown, ete the Honourable N. Paterson (Thunder 
Bay), and the Honourable Hazen Argue (Reman eae The major 
issues stressed during their speeches were the Crow's Nest 
Pass rates and rail line abandonment. Those clauses 
establishing the criteria for the determination of freight 
rates were not discussed by the Senators from Western Canada, 
and one was left with the impression, after having read 
their speeches, that they did not understand the implications 
of those provisions of the bill. Perhaps the only exception 
was Senator Hazen Argue who did indicate during the course 
of his speech that he had a greater understanding of the 
provisions of the bill and their implications for the West 
than his colleagues when he challenged the basic philosophy 
of the bill and indicated that if all legislative restric- 
tions were removed freight rates in Western Canada would 


increase. With the exception of Mr. Argue, however, Western 
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Canadian Senators gave no indication that they fully under- 
stood the various provisions of the legislation. 

The only Senator to fully understand the implica- 
tions of the bill was the Honourable 0. H. Phillips from 


Prince Edward mevata Se 


During his speech, Senator Phillips 
noted that the Proposes legislation did not establish a 
national transportation policy but merely transferred trans- 
portation problems from the House of Commons and the Cabinet 
into the hands of the bureaucrats in the Canadian Transport 
Commission. The basic philosophy of the bill was challenged 
on the grounds tiacecrans porva LLon policy should promote 
social as well as economic objectives. The provisions of 
Beira cdi rate formula were isolated for particular atten- 
tion by Senator Phillips and he indicated that, in his view, 
-the 30,000 pounds - 150% provisions of the clause provided 
little protection to the captive shipper. With the exception 
of Mr. Phillips’ speech, the speeches during second reading 
contained only limited references to the actual provisions 
of the bill and to the implications that the enactment of the 
bill would have on the various regions of Canada. 

The Senate Standing Committee on Transport and Com- 
munications examined the bill for two Hay The Minister 
of einen oue Mr. Pickersgill, and his Deputy Minister, Mr. 
Baldwin, presented evidence to the Committee. Mn eadieinrs 
Mr. J. J. Frawley presented a brief on behalf of the Govern- 


ment of Alberta. The discussions during the Committee 
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hearings were dominated by Mr. Pickersgill. The Senators 
repeatedly asked Mr. Pickersgill to explain the meaning of 
various clauses and on each occasion Mr. Pickersgill used 
the occasion to outline, in a detailed manner, the govern- 
ment's position. On no occasion was Mr. Pickersgill 
Metienged by the Senators to defend the government's posi- 
tion. The Senators merely accepted the government's 
explanation and moved on to the next clause. 

The most interesting moments of the Committee hear- 
ings were when Mr. J. J. Frawley presented his brief on 
behalf of the Government of Alberta. In his presentation to 
the Committee, Mr. Frawley reiterated the arguments advanced 
by the Government of Rieer ta on numerous occasions that the 
provisions of Clause 16 and Section 336 offered little or no 
protection for Western Canada, and Alberta in weenie < 
It is interesting to note that the Committee had delayed the 
wote on those sections of the bill establishing the criteria 
for the determination of rates until Mr. Frawley had made 
his presentation. However, five minutes after Mr. Frawley 
had completed his statement, and without any discussion of 
the: brief, the Committee approved those sections of the bill 
without amendment. 

The Senate Committee aphtaved the bill without 
amendment and the report of the Senate Committee was forwarded 
to the Senate for debate. The Senate accepted the report 


and the bill was given third reading and Royal Assent on 


February 9, 1967. 
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The performance of Western Canadian Senators 
during the debate did nothing to enhance the role of ae 
senate as the defender of regional interests within the 
Canadian federal system nor as the chamber of sober second 
thought. The Senators from Western Canada did not assist 
Western Canadian Members of Parliament and the Governments 
of Manitoba, Saskatchewan, and Alberta in presenting the 
West's case. They did not understand the provisions of the 
legislation and the potential impact that the legislation 
would have on Western Canada. In addition, they gave no 


indication that they understood the amendments that had been 


proposed by Western Canada. 


SECTION IV 

Section IV of the chapter is devoted to an outline 
of the strategy employed by Western Canadian Members of 
Parliament during the debate in the Committee of the Whole 
House and to an assessment of the extent to which Western 
Canadian views were accommodated in the final policy output. 
Such a review facilitates a comment on the role of the 
Western Canadian Member of Parliament as a spokesman for 
the interests of Western Canada. 
A. Strategy of the Western Canadian 

Members of Parliament 

The strategy employed by Western Canadian Members 

of Parliament during the debate in the Committee has been 


briefly referred to in Section I. The essence of their 
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strategy was to launch an all-out attack on the various 
provisions of the bill during the debate in Committee in 
the hope that public opinion in Western Canada could be 
aroused to the point that the federal government's minority 
position in the House of Commons could be exploited to the 
advantage of the Weaterce fin addition, Western Canadian 
Members of Parliament attempted to exploit the government's 
desire to have the bill enacted after a relatively short 
debate in Parliament. 

There is a eenenat consensus, among those Western 
Canadians involved Gaeone decision-making process leading to 
the enactment of the National Transportation ee that 
Western Members of Parliament presented the West's case in 
avery articulate and persuasive manner. Ina series of 
interviews with officials in the Provinces of Manitoba, 
Saskatchewan, and Alberta, there was unanimous agreement 
that the Western Canadian Members of Parliament made a sig- 
nificant contribution to the presentation of Western 
Canadian views to the federal Serene se A review of 
the debate in the House of Commons confirms the contention 
of both government and business officials as to the contri- 
bution made by the Western Members of Parliament during the 
debate. Members such as Mr. J. Horner, Mr. H. A. Olson, 
Mr. G. Baldwin, Mr. R. Cantelon, Mr. G. Churchill, Mr. E. 
Schreyer, and Mr. L. R. Sherman made significant contribu- 


tions to the debate in the House and to the debate during 
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the hearings of the Parliamentary Committees. Those amend- 
ments that were incorporated into the legislation by Mie 
government were introduced largely as a result of the de- 
mands of Western Canadian Members of Parliament for 
revisions in the legislation that would provide greater 
protection for Western Canada from the monopoly position 
of the railways. In summary, the opposition to the bill in 
the House was led by Members of Parliament from Western 
Canada. | 

The arguments advanced by Western Canadian Members 
of Parliament were not original in that «they: proposed amend- 
ments that had been advanced by the provincial governments 
and pressure groups from Western Canada on earlier occasions. 
It is evident that the Western Members of iene e cee 
assisted during the debate by provincial officials. For 
example, officials of the Governments of Manitoba and Alberta 
prepared research material that was placed at the disposal 
of Western teneiee an In addition, the legal counsel for 
the Provinces of Manitoba and Alberta, Mr. A. V. Mauro and 
Mr. J. J. Frawley, met with Members of Parliament to brief 
them on various aspects of the bill and to acquaint them 
with their provinces’ position on various issues. Mr. 
A. V. Mauro recalled in an ee he had met on 
several occasions during the debate with the Conservative 
Members of Parliament from Manitoba and on one occasion with 


the entire Western Caucus of the Conservative Party. Mr. 
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J. J. Frawley indicated that he had several lengthy meetings 
mere) « Horner and Mr. H. A. Olson to brief them on 
the position of the Alberta Government. 

The importance of the contribution of Western Canadian 
Members of Parliament in the presentation oe Western Canadian 
views cannot be overemphasized. In the final steps leading 
to the enactment of the National Transportation Act, it was 
the Western Canadian Members of Parliament who bargained 
with the federal government in an attempt to obtain conces- 
sions for Western Garay In summary, the strategy employed 
by Western Canadian politicians involved a joint effort on 
the part of the Members of Parliament and the Ministers and 


officials of the three Prairie Provinces. 


ise The Success of the Western 
Strategy 


The success of the strategy employed by Western 
Canadian Members of Parliament can be assessed in part by 
the extent to which Western Canadian views were accommodated 
in the final policy output. While there are other criteria 
chat .carn be used to measure the effectiveness of the Members 
of Parliament, such as the content and the importance of 
the amendments accepted by the government and the manner in 
which the Members of Parliament presented ae case, the 
number of amendments accepted by the government and the 
substance of those amendments would eee to be the most use- 


ful criteria to measure the success of the Western Members 
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of Parliament in presenting their views to the federal 
government. 

A review of the concessions made by the federal 
government during the debate in Committee indicates that 
Western Canadian Members of Parliament were successful in 
having their views accommodated by the federal government 
in several important provisions of the bill. Among those 
areas where Western Canadian views were included in the 
final policy output were the amendments. proposed to Clause 
1 that placed greater stress on the social objectives of 
feaneportation policy... In addition,. the inclusion‘of 
Clause 16 in the report of the Parliamentary Committee that 
had studied the bill, and the two amendments enacted to the 
clause during the debate in the Committee of the Whole 
House, are examples of the concessions made by the federal 
_ government to accommodate Western Canadian views. In inter- 
views with officials in the Provinces of Manitoba, Alberta, 
and Saskatchewan, as well as with the Honourable J. W. 
Pickersgill and officials of the Canadian Transport Commis- 
sion, there was unanimous agreement that the inclusion of 
Clause 16 was a direct response to the demands of Western 
es suse For example, Mr. Pickersgill noted that this 
clause was the most general provision pertainine to freight 
rates found in the legislation and could be seen as the 
federal government's response to Western Canadian demands 


that the references to "unjust discrimination" and "undue 
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preference” found in the Railway Act be included as part of 
the legislative restrictions placed on the railways. Both 
Mr. A. V. Mauro and Mr. G. Blair, legal counsel for the 
Provinces of Manitoba and Saskatchewan during the enactment 
of the legislation, indicated that, in their view, Clause 16; 
if interpreted by the Canadian Transport Commission in a 
reasonable manner, could ultimately provide Western Canada 
with more protection than did the provisions found in the 
Railway Act pertaining to "unjust diserimination".* 1? 
ete Mr.cJ. J. Frawley and Mr. J. W. Telford Ree eh 
reservations as to the protection offered by Clause 16, they 
did acknowledge that the inclusion of this piemee in the 
bill was a major concession made by the federal government 
in response to the demands of Western feck 

The removal of the review procedure to determine 
the compensatory nature of the Crow's Nest Pass rates was 
a political victory for Western Canada. Unfortunately, it 
is difficult to attribute the removal of this clause to the 
persuasiveness of Western Canadian arguments or to the ef- 
fectiveness of the strategy employed by Western Canadians. 
The accommodation of Western Canadian views on this particu- 
lar issue can be directly attributed to good fortune and 
to ineptness on the part of the Liberal Government. 

The amendments enacted to Section 387C with regard 


to the release of costing data by the Canadian Transport 
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Commission, and:the assurances given to the House that 
Western Canadian views would be solicited in the preparation 
of costing regulations, can be attributed in large part to 
the demands articulated by Western Canada for such amendments. 
On other issues of extreme concern to Western Can- 
adians, the proposals advanced by Western Members of 
Parliament were totally rejected by the federal government. 
For example, the ah eme te to alter the basic philosophy of 
the bill, and to place greater emphasis on the social ob- 
jectives of transportation policy, were virtually fegere by 
the federal government. The proposals to revise the pro- 
Visions of the maximum rate formula and to include a more 
liberal definition of a captive shipper in Section 336 were 
dismissed in total by the federal government. Finally, the 
attempts to have a more precise definition of the term "pub- 
lic interest" in Clause 16 were met only in part by the | 
federal government. When pressed to include a more explielt 
definition, Mr. Pickersgill noted that such a proposal was 
in direct conflict with the general philosophy of the bill. 
Thus, one is forced to conclude that Western Canada was un- 
successful in having several of the sections of the bill 
that were of particular concern to the West amended in such 
a way that they accommodated the views of Western Canada. 
It should be noted, however, that certain amendments were 
enacted as a result of demands exerted on the federal govern- 


ment by Western Canada. The acceptance of these amendments 
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made the bill more acceptable to Western Canada. : 
fierce aren severakireasons, that. can ‘be Bee RPEE ah 
explain why the Western Members of Parliament were only 
partially successful in having their views accommodated in 
the final policy output. One explanation is that, many of 
the amendments proposed by Western Canada were not accept- 
able to the federal government on the grounds that the 
amendments contradicted the general philosophy of the Pane 
Despite the assurances of Mr. Pickersgill at. various aoe 
in the decision-making process that the government would be 
willing to accept amendments if they would improve the 
bill, it became evident that the government would not ac- 
cept any amendments that would alter the basic philosophy 
of the bill. As a result, the government dismissed many 
Western Canadian amendments on the grounds that they de- 
tracted from the overall philosophy of the bill. 

This is the conventional explanation that govern- 
ments offer when pressed by the Opposition to accept major 
amendments to any legislation. The position of the federal 
government in this instance conformed with past practices 
and’ could not be characterized as being an unusual position 
for the government to assume during the debate. Amendments 
have been consistently rejected by governments in the past 
on the grounds that any amendment to the major provisions 
of a bill could be seen as a vote of non-confidence in the 


government. The reasonableness of the government's position 
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is of course subject to debate. In Mr. Pickersgill's view, 
it was not unreasonable for the Cabinet to take the Deaton 
that, once the general guidelines and philosophy of the 
legislation had been finalized, those provisions of the bill 
were no longer subject to amendment. In the case of the 
National Transportation Act, the government's position was 
strengthened by the argument that the recunmensaninne of the 
Royal Commission on Transportation were being implemented. 
The federal government's position that the major provisions 
Meethe bill were not subject to amendment was unacceptable 
to many Western Caradians. In their view, the basic phil- 
osophy of the bill, as well as many of its provisions, 
offered little or no protection for those parts of Canada 
outside the Provinces of Ontario and Quebec. As a result, 
they urged the federal government to accept amendments to 
the bill that would have made it more acceptable to the other 
regions of Canada. 

In an interview with Mr. A. V. Mauro, he indicated 
that the extent to which Western Canadian views were accom- 
modated in the final policy output was one of geeae 46 
He reasoned that Mr. Pickersgill realized that the two is- 
sues where Western Canadian Members of Parliament could 
mobilize public support for their position were the Crow's 
Nest Pass rates and rail line abandonment. Mr. Mauro noted 
that in Mr. Pickersgill's view the issue of freight rates 


was no longer as important an issue in Western Canadaas it 
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was twenty-five or thirty years ago. In addition, those 
provisions of the bill establishing the criteria for the 
determination of rates were so complex that the average 
voter in Western Canada would not understand the issues in- 
volved nor take a great interest in the debate in Parliament. 
On the two issues where Mr. Pickersgill calculated that the 
Western Canadian Members of Parliament could be Ssuccess2ul 
in mobilizing public support, the government proposed amend- 
ments to the legislation that accommodated several of the 
major grievances articulated by Western E Aeee: there by 
defusing these issues in the West as a potential threat to 
the poceramens 164 | 

| In summary, then, the government accepted the policy 
proposals from Western Canada on issues where they calculated 
that the West could mobilize public opinion to the point | 
that it could pose a threat to the minority position of the 
government in the House. Those provisions of the bill es- 
tablishing the criteria for the determination of freight 
rates were, in Mr. Pickersgill's view, not such an issue. 
Thus the majority of the recommendations proposed by Western 
Canada were ignored by the federal government. 

A second explanation for the limited success of 

Western Canada in having its policy recommendations accepted 
by the federal government was offered by Mr. J. Horner. 
Mr. Horner recalled that in 1966 and 1967 the Western Con- 


servative Caucus was divided on the issue of leadership. 
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There was considerable political manoeuvering within the 
Conservative Party to determine who would be the next 
national leader of the party and who would be the next 
leader of the party in Western Canada. Because of the 
division within the caucus, there was no unified action on 
the part of the Conservative Party in opposition to the 
bill. 

Initially, there was very little interest among 
Conservative Members of Parliament with regard to those 
meayvicions of the bill dealing with freight rates. Western 
Members were slow to realize the impact that these pro- 
visions of the legislation would have on Western Canada. 
Mr. Horner recalled a meeting in Mr. Hamilton's office in 
the early fall of 1966 at which time several Members of 
Parliament from the West met to discuss the bill. Mr. 
Hamilton ee conten with the issue of rail line abandon- 
ment and, when various Members were assigned to study the 
various sections of the bill, Mr. Hamilton indicated that 
those sections pertaining to freight rates were so complex 
that they did not warrant detailed study by the caucus. 

In Mr. Hamilton's view, these clauses would not be the sub- 
ject of much debate in the House. Despite the views of Mir 
Hamilton, Mr. Horner persisted in his attempts to interest 
his colleagues in those provisions of the bill dealing with 
freight rates. By the time the standing committee had com-" 


pleted its study of the bill, Mr. Horner had persuaded the 
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other Western Members of Parliament, as well as the Con- 
servative Members from the Maritimes, that those provisions 
of the bill dealing with freight rates would have a very 
negative impact on Western Canada, and on the Maritimes, if 
they were enacted in their present form. 

During the debate in ome ormanes of the Whole 
House, Mr. Horner led the Conservative opposition to the 
bill. He recalled that there was virtually no communication 
with the Social Credit or New Democratic Party Members 
during the course of the debate. On several occasions, Mr. 
H. A. Olson and Mr. E. Schreyer moved amendments that the 
Conservatives would have supported it they had known that 
the amendments were forthcoming. One was left with the im- 
ae that Western Canadian Members of Parliament did not 
function as a cohesive group during the debate, and that 
ae could have limited their effectiveness. In short, 
personal jealousies within the ranks of the Western Conserva- 
tive Caucus and the lack of communication with other Western 
Members of Parliament weakened the presentation of Western 
Canadian views during the debate. 

The revelation by Mr. Horner as to the existence 
of divisions in the EER Caucus and the lack of com- 
munication with Members of Parliament who were not members 
of the Conservative Party offers some insights as Go \the 
role of the Western Canadian Member of Parliament as a 


spokesman for regional interests. Hoffman and Ward 
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i offer some clues as to how the Members perceive 
their various roles within the political comin. ae Para 
‘attempt to determine how Members of Parliament envisage 
their role as spokesmen for provincial or regional interests 
at the federal level, a questionnaire was administered to 
the Members of Parliament eerie that they designate 
their “dominant focus of representation" as being the nation, 
the constituency, or the province. In reporting the results 
of the questionnaire, Dr. Ward noted that the political af- 
filiation of the Member, the region from which the Member 
was elected, and the rural/urban composition of the consti- 
tuency were Significant variables in determining the Member's 
ssocus of representation". The results penne that there 
was a greater tendency for Members of Parliament from rural 
areas to be more oriented toward the constituency while the 
: peat nant orientation of the urban Member of Parliament was 
more towards the nation as a whole. The Creditistes were 
the only Members whose major orientation was dominantly 
provincial. The Members of the New Democratic Party were 
largely nation-oriented, while the majority of the Conserva- 
tive Members were constituency-oriented. Members of 
Parliament from Western Canada perceived their "dominant 
focus of representation" as the constituency. For example, 
the survey indicated that 28% of the Members of Parliament 


from the West perceived the nation as the dominant focus of 


their attention, while 67% indicated that they perceived the 
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constituency as the dominant focus of their attention. 
Only 5% of the Members from ete Canada perceived their 
dominant focus of attention as being equally shared between 
the nation and the constituency. It is significant that 
none of the Members of Parliament perceived their role as 
representative of the province as being dominant. 

It is extremely difficult to comment on the role 
of Members of Parliament from Western Canada as spokesmen 
for the interests of Western Canada on the ba siesoProneecase 
study. An analysis of the events surrounding the enactment 
of the National Transportation Act reveals some initial in- 
sights as to the eee Western Members of Parliament. 
There is considerable evidence to support the findings of 
Dr. Norman Ward that Western Members of Parliament do not 
eee themselves as spokesmen for Western Canada as a 
region. Evidence to support this view is found in the 
strategy employed by the Conservative Members during the de- 
bate and in the failure of the Members of Parliament from 
the West to function as a cohesive unit within the House of 
Commons. 

| One impression that emerges from the case study 

is that the Members of Parliament from Western Canada did 
make an effort to articulate a regional point of view during 
the debate in the House of Commons and to function as a co- 
hesive group. Interviews with provincial officials in the 


three Prairie Governments lend support to this view. While 
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differing political affiliations limited the ability of 

the Members of Parliament to develop a common policy, a 
review of the debate in the House of Commons reveals that 
Western Members of Parliament articulated views that en- 
joyed widespread support in. Western sae Thus, the 
conclusions emerging from the case study with regard to the 
role of the Western Member of Parliament as a spokesman for 
a region are inconclusive. 

A key element in the strategy of the Western Members 
of Parliament during the debate was that public opinion in 
Western Canada could be aroused on the issue of freight 
rates to the point that the minority noni oree ere govern- 
ment in the House could reve oiaied: Unfortunately, the 
press coverage during the entire debate was extremely 
limited and the debate on the issue of freight rates re- 
ceived Peat ¥ no attention in the Western Canadian press. 
Newspaper reports in the Calgary Herald, the Edmonton 
Journal, the Regina Leader Post, and the Winnipeg Free Press 
were examined and, on the basis of this review, it can be 
concluded that the Western Canadian press did not cover any 
aspect of the debate in detail.” Perhaps the only excep- 
tion was the Winnipeg Free Press. Two lengthy articles 
were written by Mr. Maurice Westin explaining in very general 
terms the basic provisions of the Ye nea With the ex- 
ception of these articles, all the newspapers in Western 


Canada printed very short resumes of each day's debate 
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prepared by the Canadian Press. In particular, the debate 
did not attract the attention of the editorial writers in 
Western -Canada. 

The only issue during the debate that attracted 
wider attention was the debate on the Crow's Nest Pass rates. 
For example, the Calgary Herald wrote an editorial on 
January 20, 1967 supporting the actions of Western Canadian 


aS: 


Members of Parliament. The ruling of the Speaker on Mr. 
Pickersgill's amendment to Section 329 resulted in the fol- 
lowing headline in the Calgary Herald: "Western MP's Win 
Fight To Guard Grain Rates". 1 With these exceptions, 
however, the press in Western Canada did not plow tha extens- 
ive coverage of the debate in the House. Mr. J. Horner 
recalled that, when he returned to Western Canada after the 
debate in the House on the Crow's Nest Pass rates, one of 
the television commentators in the West characterized the 
week in Parliament as being "very quiet and Coe ne 
Clearly, the press in Western Canada did not assist Western 
fenbers during the debate by attempting to mobilize public 
support on the issue of freight rates. The limited response 
in the press to the debate on the provisions of Bill C-231 
would seem to confirm Mr. Pickersgill's contention that the 
issue of freight rates was an issue hae would not arouse 
widespread concern in Western Canada. 


While it is difficult to conclude that any one of 


these factors or any combination of them was directly 
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responsible for the limited accommodation of Western Canadian 
views, there was a consensus among Members of mates 
provincial politicians and officials, and representatives 
of the various pressure groups from Western Canada, that 
these variables -- the failure of the Members of earl denen 
from Western Canada to act as a cohesive group and to per- 
ceive themselves as spokesmen for regional interests, the 
inability of the Members of Parliament to arouse support in 
Western peeace on the issue of. freight rates, and the posi- 
tion of the federal government that certain provisions of 
the bill were not subject to amendment -- offer an explana- 


tion of the limited success of Western Canada in having its 


views accommodated in the final policy output. 





FOOTNOTES 


i i re = 


“Ibid., pp. 7989-7994. 


a 


3tn interviews with the Honourable E. C. Manning and 
with Mr. A. V. Mauro, they indicated that Mr. Douglas 
Fisher followed the proceedings of the Royal Commission 
with considerable interest and it is possible that he was 
aware of Mr. MacPherson's illness. 


‘canada, Parliament, Parliamentary Debates (House of 
Commons), 2nd Session, 26th Parliament, (1964-1965), Vol. 
Metts pp: 7999-7992. 


*vembers of Parliament raised the issue of the maximum 
rate formula on several occasions throughout the Committee's 
hearings. In particular, the issue was raised when the 
railways and the Province of Alberta presented their briefs. 
For details see Canada, Parliament, Minutes of Proceedings 
and Evidence, Standing Committee on Transport and Communica- 
tions (House of Commons), Ist Session, 27th Parliament, 
©1966), Nos. 24, ° 28, and 39. These documents will hereafter 


be referred to as the Parliamentary Committee Hearings (1966). 


Cpriefs of the Coal Operators' Association of Western 
Ganada, the Canadian Manufacturer's Association, and the 
Mining Association of Canada. These briefs are found in 


Parliamentary Committee Hearings (1966), Nos. 31, 27, and 
37, respectively. ; 
lprief of the Canadian Manufacturer's Association, 


Op. Cit., pp. 1937-1945, and Brief of the Coal. Operators’ 
Association of Western Canada, op. cit., pp. 2147-2149. 


parliamentary Committee Hearings (1966), -No.* 24, 


Dp, 17.72. 
7Ibid., Now, 20 epee LLY. 
10rpid., No. 24, p. 1784. 
Ilipia., pel. 79 0: 
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12tmid., p. 1781. 


t3 T+ is difficult to assess the reasonableness of 
these figures. The federal government indicated that they 
would not result in higher freight rates. On the other 
hand, the provinces contended that freight rates would in- 
crease under the captive shipper clause. 


Set eme nary Committee Hearings (1966), No. 23, 


me LO7L. ; 





15tbid., No. el, p. 1781. 
lOtbid., No. 23, pp. 1669-1670. 


1? interviews with officials of the Alberta Wheat Pool, 
Western Co-op Fertilizers Ltd., the Canadian Manufacturer's 
Association, United Grain Growers, and with Mr. J. W. 
Telford. 


18 parliamentary Committee Hearings (1966), No. 24, 
pp. 1800-1802. 


19tp5a., No. 23, p» 1668. 


20 canada, Parliament, Minutes of Proceedings and Evi- 
dence, Standing Committee on Railways, Canals “and Telegraph 
Lines, (House of Commons), 2nd Session, 26th Parliament, 
Biaoy-1965), No.-23, pp. 78h 785. These documents will 
hereafter be referred to as the Parliamentary Committee 
Hearings (1965). 


2losrliamentar Committee Hearings 1966), Noweco 
pp. 2102-2105. 
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28 
The comments of the Members of Parliament are found 
throughout the proceedings of the Committee. In Dante lar, 


see Parliamentary Committee Hearings (1965), No. 12 and 13. 
27Tbid., No. 13, pp. 772-779. 
see 


Jl interview with the Honourable J. W. Pickersgill. 


see also Parliamentary Committee Hearings (1966), No. 41. 


Included in this document was the Thirteenth Report of the 
Committee to the House of Commons. While the Committee 
hearings were held in camera, a brief summary of the pro- 
Beediness if found on p. 2923. 


Je interview Win Me J. Horner. 
o enverview WEth Nr od. Wa Telrord. 


one amendments outlined in succeeding paragraphs 
were found in the Committee's report and will not be 
footnoted. 


35Parliamentary Committee Hearings (1966), No. 23, 
feel O71) land No. 24 op. “1781. 


Orns! Parliament, Parliamentary Debates (House of 
Wommons), Ist Session, 27th Parliament, (1967),. Vol. IIT, 


Peet 2309. 

s’interview with Mr. J. Horner, August 17, 1971. 

Be eneda: Parliament, Parliamentary Debates (House of 
Commons), lst Session, 27th Parliament, (1966-1967), Mol. 
IITy pp. 11372-11374. These debates will hereafter be re- 
ferred to as Parliamentary Debates (1966-1967). 


391bid., pp. 11375-11380. 
*Orpia., pp+ 11379-11385. 


tlipid.4 p. 11376. 
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“oe We Currie, Economics of ' Canadian Transportation 
(Toronto: University of 1 of Toronto Press, 1967), DP en Loe 


1s a ane Debates (1966-1967), pp. 11498-11499. 
“Stpid., p. 11466. 


ROT a) p» 11549. The portion of the quotation which 
is underlined is the amendment moved by Mr. Baldwin. 





"?Tpid., pp. 11558-11559. 
pias LU. 
gids op .<1 1567. 
Polbide; p- 11568. 
genta pp. 11577-11578. 


>~Details of the Canadian Transport Commission's decision 
on the Rapeseed Case will be outlined in Chapter XII. 


?*Parliamentary Debates (1966-1967), p- 11711. 
Stpid., DreEb39S 

25Tbid., p. 11607. 

Srbid.. 

5?tbid-, pp. 11392-11393. 

S8rpig., pp. 11394-11395. 


59 tn June 1971, a number of farm and business groups 
in Western Canada were interviewed. For a detailed list 
of these interviews see the bibliography. The general 
conclusion emerging from these interviews was that the 
Board of Transport Commissioners was identified with the in- 
terests of the railways. 
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Giearrianercary netetes (1966-1967), p. 11709. 


Sonnearenny eer 


e2Thid., p. 11853. 


—— 


Sonat oP Tors. 
O4Tpid., p. 11951. 


©Swhile there were no public opinion surveys conducted 
in Western Canada that would indicate what the views of 
Western Canadians were with regard to the Crow's Nest Pass 
rates, the Conservative Members of Parliament ealcilated; 
on the basis of earlier developments in Western Canada, that 
the Crow's Nest Pass rates was an issue that would arouse 
public opinion in opposition to the federal position. 


66 


Interview with Mr. J. Horner. 


67 5 review of Hansard indicated that Mr. Pickersgill 
was the only government Member to speak during the debate. 


O8caleary Herald, dammary 9. 1967. 


° yeas eet eneeaeage Debates (1966-1967), p. 11959. 
ero 12119. 
—1ipid., pp. 12165-12168. 


Be rrteryicw with Mo. J. Horner. 


?3parl iamentary Debates (1966-1967), pp. 11239-11240. 


(lTpid., pp- 12269-12271. 


?2Ipid., p. 12272. 


7 Op or the general comments of the Western Canadian 
Members of Parliament, see ibid., pp. 11378-11382, 11384- 
e3G7 , 11398-11399, 11466-11470, and 11546-11548. 
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Interview with the Honourable J, W. Pickersgill, 


?? par liamentar Debates (1966-1967), pp. 11995-11999. 
getbidee'p. 202%. | 


Slipia., pp. 11999-12002. 


——_ 


82ipia., pp. 12043-12084, 


S3tpid., p. ROL. 
Sfotde, po. T20he: 


—— ee 


Sr rerirt av with Mr. J. Horner. See also comments 
meee Dyers H.-A. Olson, ibid., p. 11999. 


86rpia., p. 11620. 

8? tid. , DD. 11621-11622. 
ee Rbid., p. 11625. 
Borba... 


Qaeda) 5. 11627. 


Ppa eae oye Wiun Mr. J. Horner. 
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77 Interview with the Honourable J. W. Pickersgirr, 


Steet ew with Mr. J. Horner. 


101 parliamentary Debates. (196651967), snp. 12363-12364. 
102 edie 
; Those Members from the Prairie Provinces voting 
against the bill were: Mr. H. Ballard, Mr.’ J. Horner, Mr. 
M. Lambert and Mr. F. Fane from Alberta; Mr. R. Cantelon, 
meee. Korchinski, Mr. J. Ormiston, Mr. R. Rapp, and Mr. 
I. Watson from Saskatchewan; Mr. G. Churchill, Mr. R. 


Forbes, Mr. S. Knowles, Mr. M. Mandziuk, Mr. CG. Muir, Mr. 
Be ochreyer and Mr. R. Simpson from Manitoba. 


0 Panes 
i Jcanada, Parliament, Parliamentary Debates (Senate), 
Ist Session, 27th Parliament, Vol. II, (1966-1967), pp. 
1341-1347. 





10" tid., pp. 1384-1401. 
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Bee Wolds eopp ol 3771392, 


BO On nada! Parliament, Proceedings of the Standing 


Committee on Transport and Communications, Standing Committee 
on Transport and Communications(Senate), Ist Session, 27th 
Parliament, (1966-1967), No. 11, pp. 191-282. ~ 


107 pide. For details of Mr. Frawley's presentation, 
see pp. 256-282. 


108nnGg assessment of the role of Western Canadian 
Senators was revealed in interviews with Mr. A. V. Mauro, 
Mr. J. J. Frawley, and Mr. Gordon Blair. 


109 the strategy of Western Canada during the debate in 
the House of Commons was revealed in interviews with Mr. 
eee Nauro mer. .¢. Blair, Mr. J. W. Telford ie. 
Frawley, the Honourable E. C. Manning, and Mr. J. Horner. 


110mhe important role of Western Members of Parliament 
during the debate was confirmed in interviews with Mr. 
ae ov. Mauro, Nr Ge Blairs Mr «dee Weed OL, lin het one 
Frawley, the Honourable E. C. Manning, Mr. J. Horner, Mr. 
K. Setter-(Economist with the Government of Saskatchewan), 
Mr. V. Steichisin, Mr. D. Jones (Chairman, Railway Committee 
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of the Canadian Transport Commission), Mr. O. Broughton 
(Secretary of the Alberta Wheat Pool), and Mr. R. Phillips 
(Research Director of the Saskatchewan Wheat Pool). 


Itt ine role of the provincial governments in counselling 
the Western Members of Parliament was revealed in interviews 
with the Honourable RE. ¢, Manning, Mr. J. W. Telford, Mr. 
feed. Frawley, and Mr: A. V. Mauro, | . 


iWemere is general agreement that Clause 16 was in- 
troduced by the federal government at the urging of Western 
Canada. This was confirmed in interviews with the Honour- 
mere J. W. Pickersgill, Mr. R. Cope, Mr. J. J. Frawley, 
MemeA. V. Mauro, Mrs J. W. felford, the Honourable EE. ¢, 
Manning, Mr. J. Horner, Mr. @G. Blair, and Mr. F. Lemieux 
(Counsel for the Saskatchewan Government). 


ae nerd laws with | Mr..G. Blair and Mr. A. V. Mauro. 


11 ti nterviews with Mr. J. J. Frawley and Mr. J. W. 
melford. 


115 this Was revealed during interviews with the 
Honourable J. W. Pickersgill, Mr. R. Cope, Mr. J. J. Frawley, 
Mr. A. V. Mauro, Mr. J. W. Telford, the Honourable FE. C. 
Manning, Mr. J. Horner, Mr. G. Blair, and Mr. F. Lemieux. 


Tria yi ow WitheMr. Aviv. Mauro. 


11? Interview with the Honourable J. W. Pickersgill. 


fe cerview with Mr. J. Horner. 


119 Davia Hoffman and Norman Ward, Bilingualism and 
iculturalism in the Canadian Hoi mnons (Ottawa: 
Paeen's- Printer, 1970), pp... 77-03. 





120 7H44,, 


121 Newspaper reports during the debate on Bill C-231, 


in the Parliamentary Committee and in the Committee of the 
Whole House were reviewed. This review led to the conclusion 
that there was only limited coverage of the debate in the 


‘Western Canadian press. 


1220s mnipeg Free Press, January.30 and 31, 1967. 


123 calgary Herald, January ec sO?) 
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CHAPTER XII 


WESTERN CANADA AND THE NATIONAL 


TRANSPORTATION ACT 


INTRODUCTION 

The preceding chapters have revealed the limited 
extent to which Western Canadian policy inputs were accom- 
modated at the various stages leading to the final enact- 
ment of the National Transportation Act. For example, the 
policy recommendations advanced by Western Canada during 
the hearings of the Royal Commission on Transportation were 
largely rejected by the Commissioners in the preparation.on 
their report. While Western Canada had advocated the a- 
doption of a cost-oriented rate structure, Western Canadian 
politicians and the representatives of various pressure 
groups were unsuccessful in their attempts to convince the 
Commissioners that the forces of competition would not pro- 
vide sufficient protection to those regions of Canada where 
Be et iwaye were in a monopoly position with regard to the 
movement of certain ee 

During the discussions in the Parliamentary Com- 
-mittees and with federal politicians and officials with 
resard to the provisions of Bill C-120 tan@ Bill G-231, 


Western Canada pressed for a more liberal definition of the 
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captive shipper clause, revisions in the maximum rate for- 
mula and modifications in the goals and objectives of 
transportation policy so that the social objectives of 
transportation policy would be as important as the economic 
objectives. In the final stages of the decision-making 
process, Western Canadian Members of Parliament extracted 
several concessions from the government during the debate 
in the Committee of the Whole House. By and large, however, 
their major recommendations were ignored by the government. 
Thus the inevitable conclusion that can be drawn from the 
foregoing analysis is that Western Canadian views were ac- 
commodated to a very limited extent in those provisions of 
the bill outlining the criteria for the determination of 
meeiphit rates. Mr. J. J. Frawley, legal counsel for the 
Alberta Government, characterized the Western Canadian posi- 
tion during the enactment of the legislation as "fighting 
battles that had been lost during the hearings of the Royal 
Commission on Transportation". 

The federal government had expressed the view on 
several occasions during the debate on the provisions of 
Bill C-231 that the enactment of the legislation would re- 
solve mere or the future problems. facing the transporte cron 
industry.~ The deve Lopment. 01 a sea ayeal transportation 
policy that would be scien enteaes all regions of Canada was 
the federal government's objective. However, a review of 


developments since 1967 indicates that, in Western Canada 
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in particular, there is widespread opposition among govern- 
ment and business officials to many of the provisions of 

mie legislation. Thus, it would seem that the opposition 
expressed by Western Canadians to various sections of the 
bill prior to its enactment has continued. In short, trans- 
portation policy, and the issue of freight rates, continues 
to be a contentious issue that occupies the attention of 
government officials. 

During the past four years, there have been several 
specific issues that have emerged with regard to freight 
rates. For example, the development of costing regulations 
by the Canadian singers Commission, the enactment of 
legislation by the Thatcher Government in Saskatchewan de- 
Signed to tax the mineral holdings of the Canadian Pacific 
Railway, the introduction of a Private Member's Bill by Mr. 
Hu Harries to amend several sections of the National Trans- 
portation Act, and the initiation of test cases by the 
governments of the three Prairie Provinces to determine the 
precise meaning of various sections of the National Trans- 
portation Act. Each of these issues will be referred to in 


the .chapter. 


In addition, the federal and provincial governments 
have held a series of bi-lateral discussions on the issue 
of freight rates. These discussions were initiated as a 
result of the actions of Premier Thatcher during the Con- 
stitutional Conference of 1969 when he raised the issue of 


freight rates for discussion. The nature of the discussions 
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between the two levels of government will be outlined and 


an attempt will be made to review the strategy being em- 


ployed by the Prairie Governments during these discussions. 


A. Policy Issues 

1. Costing Regulations 

(a) Legislative Provisiong 

The development of costing regulations by the 

Canadian Transport Commission was central to the ope ration 
of those provisions of the Act that established the criteria 
for the regulation of freight rates. Mr. Pickersgill had 
assured Western Members of Parliament that the development 
of costing regulations would be the first issue taken up 
by the Commission. He honoured his commitment and it was 
the first issue to emerge after the enactment of the 


National Transportation Act. 





Costing regulations are a series of rules and regu- 
lations that outline the various factors that are to be 
taken into account in the calculation of the fixed and 
variable costs of the railways in transporting goods from 
point A to point BL? For example, among the factors con- 
Brecred are the depreciation of railway equipment, cost of 
capital base, net to gross investment ratio and the rate of 
rewurn to capital. 

There ot specific provisions in the legislation 
that provide guidelines for the Conmiaatemn For example, 


Sections 387A, 387B, and 387C outline certain factors that 
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the Commission must take into account in the development of 
a costing formula. Section 387A stipulates that the Com- 
mission must take into account factors such as depreciation, 
the "cost of money expended", and whether expenditures of 
the railways were made from borrowed money, when determining 
railway costs. When attempting tet compute UNG COSTS or 14 
portion of a particular undertaking of the railways, the 
Commission was directed to calculate the costs on the basis 
of the costs involved in financing the entire Operation. 17 
was left to the discretion of the Commission to determine 
what percentage of the total costs should be used in calcu- 
lating the cost of the particular portion of the operation. 
Por example, when calculating the cost of moving a commodity 
from Toronto to Vancouver and from Toronto to Calgary, the 
railway would first determine the costs involved in moving 
the good from Toronto to Vancouver. The costs involved in 
moving the good from Toronto to wares: would be calculated 
as a percentage of the costs involved in moving the good to 
Vancouver. The exact percentage would be determined by the 
Pisa ioe Transport Commission. The cost of future operations 
was ‘to be calculated on the basis of estimates that were 
considered to be reasonable by the Commission. 

Section 387B specifically directed the Commission 
to scrutinize the costing procedures developed by the 
MacPherson Royal Commission. When costing regulations were ~ 


developed, they were to be published in the Canada Gazette. 
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Any interested party, including transport companies and 
provincial and municipal governments, were free to raties®: 
within twenty days of their publication, that public hearings 
be held regarding the content of the regulations. .Finally, 
Section 387C stipulated that the Ganda eons was ot obli- 
gated to release confidential information received from a 


company unless the Commission was of the view that the in- 


formation was in the public interest. 


(b) The Development of the 
Costing “Regulations 


Part V of the Act, dealing with the legislative 
provisions governing fredtns rates, was proclaimed on March 
23, 1967. However, that portion of the Act establishing 
the Canadian Transport Commission was not proclaimed until 
September 23, 1967. In the interim, the Board of Transport 
Commissioners acted as the regulatory agency designated to 
implement Part V of the Act. There are several reasons 
that explain the delay on the part of the federal government 
in having the sections of the National Transportation Act 
pertaining to freight rates and to the Canadian Transport 
Commission proclaimed. For example, the delay in proclaim- 
ing the sections pertaining to freight rates was designed 
to permit the Board of Transport Commissioners to have the 
opportunity to familiarize themselves with the new regula- 
tions. With regard to the establishment of the Commission, 


Mr..Pickersgill indicated that it took several months for 
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the government to select the personnel for the Commission 
and to assemble its supporting staff. These factors would 
‘explain the delay in the proclamation of these sections of 
the ee 
Section 387 directed the Commission to develop cost- 

Bee regulations and, on April 5, 1967, the Board issued 
Costing Order Number 123994 that outlined the costing regu- 
masons for the various sections of the Act. The announcement 
of these costing orders was the subject of particular con- 
cern to Western Canada. The Prairie Provinces and the three 
Prairie Wheat Pools were concerned that the Board of Trans- 
port Commissioners Wage made any attempt to isolate those 
factors that should be included by the railways when they 
calculated their fixed and variable costs for moving goods. 
iba Ree cor teenies rate structure was to function, it was 
essential that the variables used to calculate costs be 
outlined in the costing regulations. The costing regulations 
issued by the Board merely obligated the railways to cate- 
gorize various costs into several major subject areas. 
There had been no attempt to define the criteria for deter- 
Mining fixed and variable costs. Mr. R. Phillips, Research 
Director of the Saskatchewan Wheat Pool, summarized Western 
Canadian opposition when he wrote: 

. . « This [the regulations] caused considerable 

furor, mainly because the Transport Board Order did not 

deal in sufficient scope or detail with how the 

railways ought to undertake the required costing 


but, seemed rather to be a classification of rail- 
way accounts which would be accepted for the 


various purposes. .. 
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On August 1, 1967, the Provinces of Manitoba, 
saskatchewan, and Alberta petitioned the Governor-in-Council 
to disallow the Transport Board Order and to direct the 
Board not to develop new costing regulations until the 
section of the Act establishing the Canadian Transport Com-. 
mission was proclaimed and public hearings could be held 
regarding the content of the new regulations. The appeal 
was dismissed by the Governor-in-Council on the following 
grounds: 

iPemLoiew ringing into: force of Part Voof the Act 
required the Board to prescribe costing 
regulations. 

2. The Board was not required to hold hearings 
respecting the initial establishment of the 

said regulations, but provision-is made in 

the Railway Act for hearings upon any amend- 

ment proposed thereto, which procedure the 

enperlants did not elect to. follow. 

Demme ine resulations made by the Order are valid 
hema ons. andinot. contrary to, the spirit 

of the amended Railway Act, and that the 

Board has complied with the relevant pro- 

wacions of the Act... -° 

In August 1967, the Board of Transport Commissioners 
met in Winnipeg to consider plans for receiving briefs re- 
garding future rail line abandonments in Western Canada. 

The three Western Provinces used the occasion to renew their 
attack on the costing order issued by the Board. They urged 
the government to proclaim Section I of the Act without 

delay and to have the Canadian Transport Commission develop 


a new costing order. The Board of Transport Commissioners 


indicated that the government was prepared to proclaim 
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pection I of the Act in September and to appoint personnel 
to the Commission in October. While the decision of the 
federal government to proclaim those provisions of the Act 
pertaining to the structure of the Commission by the end of 
1967 had been finalized prior to the meeting of the Board 
of Transport Commissioners in Winnipeg in August, Mr. R. 
Peritips indicated that, °*in*his view, the opposition of the 
farm groups and the provincial governments to the costing 
order issued by the Board contributed to the federal govern- 
ment's decision to establish the Canadian Transport Commission 
in September 1967. It is interesting to note that Mr. 
Pickersgill did*not resign from his position in the Cabinet 
as Minister of Transport until September 18, 1967. As a 
mesult; Mr. Pickersgill worn have been involved in the 
Cabinet's decision not to accept the appeal of the three 
Prairie Provinces that the costing studies prepared by ng 
Board of Transport Commissioners be discontinued. | 

With the creation of the Commission, procedures 
were established for the development of new costing regula- 
tions. In the interim, the costing regulations developed 
by the Board of Transport Commissioners were to be used by 
the Commission. In November 1967, the Railway Committee of 
the Commission met with officials from the railways, from 
the three Prairie Provinces and from the Canadian Co-operative . 
Wheat Producers Ltd. to discuss procedures for the develop- 


ment of costing regulations. This group of officials met 
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on several occasions as a special Study group to cons ider 
problems related to the costing regulations. The eee 
agreed that the Canadian Transport Commission would engage 
a United States consulting firm to assist them with this 
inquiry. 

AppubIIG induiry into the costing regulations com- 
menced on September.5, resy aca Over 500 invitations were 
sent to interested groups urging them to present briers to 
the Committee. In addition, notice of the inquiry was pub- 
Tished in 54 Canadian newspapers. The public’ hearings lasted 
for twenty-five days. During that time, there were 2,990 
pages of transcript and 25 exhibits filed with the Committee. 
The railways, the three Prairie Wheat Pools and the three 
Prairie Provinces used the occasion to present briefs out- 
lining their views as to what components should be included 
by the railways in determining fixed and variable costs. 

No attempt will be made to outline the nature of the recom- 
mendations contained in the briefs of the Governments of 
Manitoba, Saskatchewan, and Alberta, and in the briefs of 
the railways. The subject of railway accounting is not 
directly related to the subject matter of the dissertation. 
Peesnould be noted, however, that the briefs presented by 
the Prairie Wheat Pools and the Prairie Provinces were very 
comprehensive and challenged many of the arguments raised 


by the railways. 
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In August 1969, the costing regulations were issued 
by the Commission. These regulations differed from the 
earlier regulations in that the new regulations directed the 
railways to consider factors such as depreciation of railway 
equipment, cost of capital, and the net eee investment 
ratio when calculating fixed and variable costs. The regu- 
lations stipulated that within 30 days of their publication 
both railways weré to publish a costing manual containing’ a 
complete description of their costing methods and procedures. 
Interested seven’ were given time to consider the regula- 
tions that were over 200 pages in length. The Canadian 
Pacific Railway reeled the regulations to the Supreme 
Court. The railway contended that the Canadian Transport 
Commission had moved beyond its jurisdiction by requiring the 
railways to consider various costing items in a particular 
Manner. The provinces and the federal government argued 
iiat-the Commission had the powers necessary to develop a 
costing formula. The Supreme Court permitted Canadian | 
Pacific to proceed with their appeal and the case was heard 
By the Court in 1970. In pane of 1970, the Supreme 
Gourt dismissed the appeal of Canadian Pacific and the cost- 
ing regulations were finalized. 

In a series of interviews with various groups in 
Western Canada, there was general agreement that Ween 
Beensda had a significant input into the development of the 


costing formula and that many of their views were accommodated 
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in the final costing orders .1* While it was recognized 
that they did not achieve all their objeetives, the ere 
consensus was that the regulations were adequate for the 
implementation of the pertinent sections of the Act. There 
waS more concern expressed over the fact that the Commission 
was not obligated to release costing information than there 
was to the costing “AUR RRA Cre 

The Commission has not released costing information 
that many groups in Western Canada believe is essential if 
they are to apply to the Commission for protection under the 
various sections of the Act. In many instances, provincial 
povermments are forced to develop their own costing data at 
@eeat expense or rely orl comparative data from the United 
states. Despite the effort and expense, the provincial 
governments cannot be certain that the statistics upon which 
they are basing their case are the same statistics used by 
the railways and by the Commission. Recently, in cases 
dealing with rail line abandonment and the continuation of 
passenger services, the Canadian Transport Commission has 
released costing data that it used in rendering its decision. 
The provinces see this as an encouraging development. 
| Despite these developments, officials of the 
Governments of Manitoba, Saskatchewan, and Alberta, as well 
as representatives of farm groups in Western Canada, are of 
the opinion that until the Canadian ecsuaeiecese Commission is 


obligated by law to release all costing data, the ability of 
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the West to argue their case before the Commission is 
severely a Une oe al in eresponse. to this allegation, Mr. 
M. Burwash, Director of Economics for the Commission, ine 
dicated that the provinces would not be in a position to use 
this detailed costing information even if it was Rete acedan 
Its complexity would limit the extent to which the provinces 
could use the data in their presentations to the Commission. 
In addition, he noted that in past hearings the provincial 
governments have attempted to discredit.the railways' figures 
rather than attempting a5 determine the precise nature of 
the railways’ costs. Such practices have not assisted the 
Commission in assessing the tiie et figures. The accusa- 
tion of Western Canada that there is collusion between the 
ho railways with regard to the setting of rates and the 
determination of costs was denied by Mr. Burwash. ° Hedi, 
“however, agree with Western Canadian claims that the Commis- 
Sion does not have the expertise nor the staff to adequately 
assess the costs submitted by the railways for examination. 
The practice in the past has been for the Commission to 
merely reduce the costs submitted by the railways by a 
epeciiic amount and not to study the costs in detail. This 
statement strengthens the contention of Western Canadians 
that the Canadian Means werta conn eeee does not in fact 
study the railways' costing figures in any depth. 

Therefore, while Western Canadian views were ac- 


commodated in the costing regulations developed by the 
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Canadian Transport Commission, Western Canadian officials 
retain the view that, until Seats ce 2070s ofa themiot acs. a 
mended obligating the Commission to release all ste iis data, 
Western Canadians are restricted as to the kind of presen- 
tations they can bring to the Commission. ‘In future 
negotiations with the federal government regarding amendments 
to the National Transportation Act, Western Canada will urge 


the federal government to amend this particular section.~! 


en he Mineral Taxation Act 

The second issue that emerged in Western Canada 
with regard to freight rates sty the enapimente in Apri 1970 
of amendments to the Mineral Taxation Act by the Saskatchewan 
Mereture. These amendments when proclaimed would in- 
Grease the level of taxation on the mineral rights on 
property owned by the Canadian Pacific Railway from 10¢ per 
acre to 50¢ per acre. These amendments were enacted as a 
result of a deadlock in the negotiations between the potash 
mrocucers and Canadian Pacific for a reduction in freight 
rates on the movement of potash to Vancouver for export. 
The discussions began in February 1970 when the Canadian 
Pacific Railway raised the freight rates on potash by 5%. 
In addition, the railway announced that the rates would in- 
crease by a further 6% in November 1970. 

oat 1968, Premier Thatcher raised the issue of 

freight rates at the Constitutional Conferences held in 
Ottawa. In Mr. Thatcher's view, the high level of freight 


rates restricted Western Canadian economic development and 
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he urged the federal government to call a special federal- 
provincial conference to consider the matter. When the 
federal government did not respond to his request, the 
Government of Saskatchewan entered the negotiations in an at- 
tempt to obtain lower freight rates for Saskatchewan potash 
This was the first occasion since ane enactment of the 
National Transportation Act where one of the provincial 
governments from Western Canada had entered into direct ne- 
gotiations with the railways. The Governments of Manitoba 
and Alberta followed the proceedings with great interest. 

Negotiations with the railways concluded on November 
5, 1970 with the announcement that the railways had agreed 
to withdraw the 5% rate increase imposed in February as well 
as the 6% increase on rates that had been planned for 
November. In return, the producers agreed to buy or lease 
Peon the railways covered hopper cars for shipping potash. 
Both the railways and the producers of potash were convinced 
that such a practice would result in great efficiencies in 
the movement of potash to export markets. 

The Honourable A. C. Cameron, Minister of Mineral 
Resources in the Saskatchewan Government, noted the signifi- 
eance of the» rate reductions in the following manner: 

- « » To secure a reduction of this magnitude at 
this time, when the U.S. railways are seeking a 
15% increase in rates, and pressures in Canada 

are mounting for general upward revisions of rates, 


confirms our claim that freight rates in Saskat- 
chewan are of a discriminatory nature. .. .¢1 
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Premier Thatcher was extremely pleased with the success of 
mie negotiations. In his view,.the enactment on amendments 
to the Mineral Taxation Act "provided the railways with suf- 
ficient incentive to re-assess the potash freight rate 


Ze S 
Pape The successful inter- 


structure to the West Coast... 
vention of the Saskatchewan Government had convinced Premier 
Thatcher that, if enough political pressure was exerted, tne 
railways.could be forced into the position where they would 
reduce their Bites Thus, the first confrontation between a 
provincial government in Western Canada and the railways had 
been resolved. Clearly, the precedent has been established 
for further legislative action by provincial governments to 
obtain lower freight rates from the railways. | 
3. Private Member's Bill 

of Mr. Hu Harries 

On December 10, 1969, Mr. Hu Harries, Liberal Member 
of Parliament for Edmonton-Strathcona, introduced a Private 
Member's Bill in the House of Commons to amend the National 
Mee oor ition Act. <> To date, this has been the only 
amendment proposed by a Member of Parliament to those sec- 
tions of the Act pertaining to freight rates. The fact that 
Mr. Harries is a Liberal Member of Parliament from Westen: 
Canada contributed to the significance of the bill. 

Specifically, Mr. Harries' bill would have added 
an additional subsection to Section 95 of the National 
Transportation Act to prevent the railways from engaging in 
long and short haul discrimination when setting rapes. Under 


the terms of the bill, any railway or motor vehicle operator 
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operating within the legislative authority of the Parliament 
of Canada that engaged in practices that resulted in long 
and short haul discrimination would be guilty of an indict- 
able offence and would be subject to a fine of $10,000 or 
the difference between the actual rate levied and the lowest 
possible rate that could have been charged for the entire 
route. Mr. Harries contended that long and short haul dis-~ 
eriminatory practices on the part of the railways were 
negating the attempts of the federal government to promote 
economic development and to eliminate regional economic dis~ 
parities. Such practices on the part of the railways, in 
his view, should be outlawed. 

The bill was never debated in the House of Commons. 
in a letter, Mr. Harries indicated that he received no sup- 
port from the Governments of Manitoba, Saskatchewan, and 
Alberta for his bill. While several Members of Parliament 
from Western Canada indicated to him in private conversations 
that they supported the bill in principle, they gave him no 
assurances that they would support the bill in caucus. The 
only support that Mr. Harries received for his bill from 
pressure groups in Western Canada was four letters from 
Chambers of Commerce in the interior of British Columbia. 
The limited response led him to the eonelneied that the issue 
of freight rates was not a very "live" issue in Western 
Canada at that eae While the bill was never enacted 
and did not Bena widespread support in the West, the 


amendment proposed to the National Transportation Act was 
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eet fieant in that it was designed to alleviate a long- 
standing Western Canadian grievance with regard to freight 


rates. 


4, Cases Before the Canadian 


Since the Act was enacted in 1967 Tene have been 
only eight applications for an investigation of specific 
rates by the Railway Transport Committee.“ There are 
several reasons advanced to explain the limited number of 
cases that have come before the Canadian Transport Commis- 
Sion. For example, among the reasons advanced by? Officials 
of the Commission is that the costing regulations used by 
the Commissioners in their interpretation of the various 
sections of the Act were only Finakht Zea ine Late 1970,2° 
Thus, any group or individual considering an appeal to the 
Commission withheld their application until the costing pro- 
cedures were completed. A second explanation offered by 
Sriacialssof the Commission is that the provisions of the 
legislation offer adequate protection to shippers in all 
parts of Canada and that there is no need to bring cases 
to the Commission for investigation. 

In a series of interviews in Manitoba, Alberta, and 
Saskatchewan with business and governmental officials, ad- 
ditional factors were cited to explain the limited number of 
applications to the commiesien en For example, both busi- 
ness and governmental officials were of the opinion that the 


time lag between the initial presentation of"arctase’ to’ the 
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Commission and the final decision of the Commission was so 
great that they were reluctant to present a case. Business- 
“men, for example, preferred to try to negotiate a lower 
rate with the railways and only present a case to the Com- 
mission if negotiations with the railways were feecivee ne ana 
The cost of taking a case to the Canadian Trans port Commis- 
sion was cited as a second reason for the limited number of 
applications. It is estimated that it would cost approxi- 
mately $25,000 to $30,000 to present a case.~? Many of the 
business concerns in Western Canada do not possess the: 
necessary expertise nor the fiscal resources to present a 
case before the Commission. A third factor that has limited 
the number of applications from Western Canada is the belief 
on the part of both business and governmental officials that 
the Canadian Transport Commission does not adequately repre- 
sent Fee be Canadian views and that the Commission is 
identified with the interests of the railways. With few 
exceptions, this sentiment was expressed by every group 
interviewed in Western panadsice 

PAt present, cheresare three cases, Deforesithe 
Canadian Transport Commission tiatiarepot particular concern 
to Western Canada: ‘the application of the Canadian cheered 
ae Association for cnet Sie status under Section 
336, and the applications of the Prince Albert Pulp Company 
and the Western Canadian Seed Processors Ltd. under Clause 
16. These three eee will be isolated for particular at- 


tention. To date, the Commission has not made a final 
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decision in any of the cases. Preliminary hearings have been 
held; however, a final decision is pending further investi- 


Co 


gation by officials of the Commission. 

(a) Section 336 - the captive 

Shipper clause 

From March 23, 1967 to March 23, 1971 there were no 
applications to the Commission under this section of the 
Act, nor were there any representations made to the Commis-— 
sion suggesting that this section of the Act was ereaceee 
Since March 1971, the Commission has received applications 
from Domtar and from the Canadian Cattlemen's Association for 
"captive shipper" status. The application of the Canadian 
Cattlemen's Association will be considered in detail as it 
is of particular concern to Western Canada. 

At a meeting of the National Livestock Transporta- 
tion Committee of the Association in Winnipeg on February 15, 
1971, the decision was made to apply to the Canadian Trans- 
port Commission for captive shipper status under Section 336 
of the Act.?+ The minutes of the meeting reveal that the 
railways and the Association had reached an impasse over 
rates levied for the movement of Live cattle to the Toronto 
marke>,. On March 3, TOL, the Association wrote to the 
Canadian Transport Commission renee that they be made a 
"captive shipper" within the terms of the Act. In support 
of their application, the Association noted that trucks did 


not provide an alternative form of transport for the movement 
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ef Live cattle to the Toronto market. Faced with rising 
freight rates of approximately 25% over a two-year period 
and the reluctance of the railways to lower rates, the As- 
Sociation concluded that they had no alternative but to 
Beply for captive shipper. status. | 

The Railway Transport Committee acknowledged re- 
ceipt of the letter and informed the Association that they 
would advise them as to future procedure. The procedures 
outlined in the Act governing "captive shippers" are extremely 
complex. The Association will be forced to present evidence 
to the Commission to support their contention that they are 
a captive shipper. Having received the evidence, the Com- 
mission must then decide if in fact the Association is a 
captive shipper with respect to the movement of livestock. 
Thus, there could be considerable delay before the Associa- 
tion is declared a captive shipper. -slietheiriapplicationvis 
accepted, however, they will be the first group to obtain 
such a status. The decision of the Commission and the rea- 
sons advanced in support of their decision will be of 


considerable importance to future applications. 


(b) Section 334 


There have been no instances to date when a rate has 
been disallowed because it was not compensatory. There were 
two occasions when an ee firms drew to the attention of 
the Commission particular railway rates. It was yea AS hee 


"that the ton/mile earnings on the shipments were far too 
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high for the rates to have been non-compensatory".°* At 
the present time, the Commission ig investigating a raté 


respecting transborder traffic. 


(c) Clause 16 —- the public 


a 


interest clause 
There have been four applications under this sec- 

tion of the Act. On April 24, 1970, the Prince Albert Pulp 
Company Ltd. made application respecting the international 
rates levied on the export of pulp. On May"7, 1970, the 
Anglo Canadian Pulp and Paper Mills Ltds. made application 
regarding freight rates on newsprint from points in Canada 
to points in the United States. The Saskatchewan Wheat 
Pool, Agra Industries Ltd., Co-op Vegetable Oils Ltd., and 
Western Canadian Seed Producers Ltd. presented a joint ap- 
plication regarding the rates levied on the movement of 


mapeseced’oil to Eastern Canadaon October 19, 1970. 


(i) The Rapeseed Case 

On October 19, 1970, the Saskatchewan Wheat Pool, 
Agra Industries Ltd., Co-op Vegetable Oils Ltd., and Western 
Canadian Seed Producers presented an application to the 
Canadian Transport Commission with regard to freight rates 
levied on the movement of rapeseed meal and oil into Eastern 
Canada. Their case was supported by the Governments of 
Manitoba, Saskatchewan, and Alberta. 

The processors. argued that the rates levied by the 


railways on the two byproducts of rapeseed ~- meal and oil —- 
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restricted the ability of Western Canadian rapeseed producers 
to market their product in the Eastern Canadian market.-- 

‘At the present time, rapeseed ig Shipped to Eastern Canada 

on the Crow's Nest Pass rates. However, byproducts of rape- 
seed are excluded from these low rates and as a resus 
processed products can be shipped to Western Canada at lower 
rates than the processed products can be shipped from Western 
Canada into the Eastern Canadian market. This! disparity an 
rates could ultimately lead to the relocation of the pro- 
cessing industry in Eastern Canada. The Western processors 
Supported their case by noting that flour is moved to Eastern 
“Canada on the Crow's Nest Pass rates, thus, in their view, 

it was only logical that these rates should be extended to 
rapeseed meal and oil. 

The Railway Committee of the Canadian Transport 
Commission held hearings in Winnipeg on April 29 and 30 to 
determine if the Western producers had produced a prima facie 
Bee * Section 16 specifically stipulates that before the 
Commission can consider a case, the appellant must prove 
that he has a prima facie case. The Canadian National and 
Canadian Pacific Railways, the three Prairie Provinces, and 
the processors pe sie tay ore to present their views to 
the Commission during the two day hearings held to determine 
if a prima facie case did exist. In many ways the discussions 
during the areata were Similar in nature to the debate 


that had’ taken place in the Parliamentary Committee and in 
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the House of Commons during the enactment of the National 


Transportation Act. The three Prairie Provinces and the 





Western: processors were united in their View that the in+ 
erusion of Clause 16°in the Act had been the major concession 
Made by the federal government to accommodate the views of 
Western Canada. However, the absence of a precise defini- 
tion of the: terms "prima facie’ and “public interest” Limited 
the usefulness of this section. 

The Western processors argued that it was the in- 
tention of Parliament that the decision as to whe ther oe 
applicant had presented a prima facie case was to be deter- 
mined in the course of discussions between the Commission 
and the = sijeulske NOs In supporting this view, the processors 
argued that the Commission should not conduct detailed hear- 
ings at which time any interested party could be invited to 
present evidence. It was the responsibility of the Commis- 
sion to determine, without outside assistance, if a prima 
facie case had been presented. The three Prairie Governments 
supported this interpretation of Clause 16 and the Western 
Canadian position was summarized by Mr. J. E. Foran, legal 
counsel for the Western Canadian producers, in the following 
manner: 

fa I again suggest, Mr. Commissioner, that the 
proper interpretation of Section 16 is that the 
application is to be determined as prima facie by 
the Commission, without the service or prior to 
service, and that the matter of prima facie 14 4 
matter solely between the applicant, and between 
the Committee, and again, I repeat it is my con- 


tention that the proper interpretation of Section 
16 contemplates that safeguard for the Committee, 
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to avoid placing expenses, time upoh respondents 
for an obviously frivolous and vexatious appli- 
CAmMOns fous | 36 : 


. The Chairman of the Railway Committee, Mr. David 

Jones, ruled that the Commission should be free to gather 
advice from all interested parties when deciding if an fact 
a prima facie case did exist. As a result, he ruled that 
any interested party should haere the opportunity to present 
evidence to the Commission.’ This ruling dismissed the 
claims of Western Canada that only the applicant and the 
Commission should decide if a prima facie case did in fact 
ct. 

With regard to the criteria that should be used 
by the Commission to determine if a prima facie case did 
exist, the legal counsel for the three provincial governments 
and eee ern Canadian processors noted that the term 
"prima facie" had been defined in many legal texts and that 
the most accepted definition of the term was "at first 
glance". Thus the applicant was merely required to present 
Gabe: that.at first glance” would indicate to the Commission 
that specific actions were detrimental to the public 
rest | 

In. their attempts to illustrate to thet@ommiseron 
that the rates on rapeseed meal and fa were "prejudicial to 
the public interest", the Western processors and the three 
Prairie Governments argued that the rates restricted the 


industrial development of Western Canada and created "undue" 
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obstacles to the interchange of commodities within Canada. 


In addition, the provincial governments noted that the rates 


detracted from the economic policies of both federal and 
provincial governments that were designed to promote economic 
development in all regions of Se ee 
With regard to the criteria for determining the 

existence of a prima facie case, the railways noted that the 
applicant was required to meet two conditions. The two re- 
quirements were that the applicant present his facts in a 
clear and concise manner and that he produce concrete evi- 
dence to support his facts. The railway position was 
summarized in the following manner: 

fae This).is. the~whole thrust of our position in 

this phase of the argument, that it is encumbent 

upon the applicant to bring evidence forward suf- 

Hicuently to establish, or to at least present 

them on cross-examination to make that determina- 

tion so that the Commission can make their 


determination as to whether on the balance of 
probabilities there is in fact a prima facie case. 


In addition to their arguments as to what consti- 
tuted a prima facie case, the railways argued during the 
hearings that Section 16 of the Act did not apply to agreed 
charges levied by the railways. At the present time, rape- 
seed oil and meal move to Eastern Canadian markets under 


agreed charges. ree railways noted that agreed charges 
were regulated by the Transport Act and not by the Railway 
Act. "Agreed charges" are rates negotiated by the railways 
and the shipper as a method of meeting competition. An 


agreed charge is a contract between the railway and the 
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shipper under which the shipper agrees. sam ship ale cowie 
specified percentage, of his shipments between certain 
points via the railway in return for a lower rate. ‘The pro- 
Visions of the Railway Act and the National Transportation 
Act make no reference to agreed charges. Agreed charges are 
regulated by the terms of the fina rier eee 

There was no reference in Section 16 to the Trans- 
port, Act; thus, the railways concluded that agreed charges 
were exempted from the provisions of Section 16. It was 
precisely this argument that the railways used in 1952 Hee 
1953 in their presentation to the Turgeon Royal Commission 
on Agreed Charges. At that time, they noted that the amend- 
ment to the Railway Act enacting the one and one-third rule 
did not apply to agreed charges on the grounds that agreed 
charges were regulated by the Transport Act. The Royal Com- 
mission accepted the arguments of the railways, and the 
recommendation by the Royal Commission was accepted by the 
federal government. 

The provinces were forced to argue that the phrase 
"any act or omission" in Section 16 included agreed charges 
and that agreed charges were not exempted from the provisions 
of Section 16. In an interview with Mr. R. Cope, Vice- 
President of the Canadian Transport Commission, he indicated 
that the government had not excluded any reference to the 
Transport Act in Section 16 in a deliberate attempt to 


exclude agreed charges from the provisions of that section. 
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He did, however, acknowledge that the decision rendered by 
the Commission on this particular issue would be of extreme 
importance to Western Canada. Both the legal counsel for 

the Governments of Alberta and Saskatchewan, Mr. J. J. 
Frawley and Mr. F. Lemieux, indicated that, if the Commission 
ruled in favour of the railways, Section 16 of the legisla- 
tion would offer little or no protection to Western Canada 
from the monopoly position of the railways.’ 

It is interesting to speculate as to the reasons 
for the failure of the three Prairie Provinces to raise this 
issue during the debate on the provisions of the legisla- 
tion. It would appear that government officials did not 
realize eau, Dy not specifically including a reference to 
the Transport Act or to agreed charges in the provisions of 
Section 16, the railways could argue that agreed charges 
mwere excluded from the provisions of that section of the 
legislation. 

On November 2, 1971, the Canadian Transport Commis- 
sion rendered a decision on the Rl ae The decision 
established important precedents in that the Commission re- 
vealed for the first time its interpretation of the phrases 
"public interest” and pre eae case". The Commission | 
ruled that the expression cpp lice taCer should be given its 
ordinary meaning — “at first sight” tor: son “thesface: oft 4 
when applied to Section 16. While the Commission recognized 


that Parliament had stipulated that certain factors be 
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taken into account when defining the term "public interest", 
they argued in their decision that the definition of che 
phrase should be as flexible ag possible, and that no rigid 
criteria should be laid down in this case that would limit 
future interpretations of the term. An excerpt from the 
Commission's decision summarizes their views as to the 
meaning of the term "public interest": 


swe It istat this point that I-believe the 
meaning of the expression "public interest" should 
be considered. I will not attempt to compile an 
exhaustive definition of that expression but will 
confine myself to the circumstances of the present 
case on the principle that Parliament intended the 
Commission to have a wide discretion in the mat- 
ter, and that it would be improper for me to 
abtempt to establish criteria for the application 
of the test of public interest to future cases’ in 
which the circumstances will undoubtedly be at 
Variance from those in.the present case. ... 

Meee temy Opinion, ally that an Applteant nas 
to do to obtain leave to appeal is to persuade the 
Commission that the acts, omissions or rates may 
aptect the public’ anterest, and, inthe’ present 
ease, the main thrust of the Application is that 
the present scale of rapeseed rates may be such 
as to create either an unfair disadvantage to the 
Applicants beyond the disadvantage deemed to be 
inherent in their location, an undue obstacle to 
the interchange of rapeseed products between points 
in Western Canada and points in Eastern Canada, 
an unreasonable discouragement to the development: 
of rapeseed processing as a secondary industry in 
Western Canada and an unreasonable discouragement 
to the export of processed rapeseed from Western 
Canada to foreign markets; whether this proves to 
be the case is another question that must await 
the outcome of the Commission's investigation and 


“hearings. . «+ . 


The legal counsel for the Saskatchewan Government, 


Mr. F. Lemieux, is of the opinion that the decision of the 
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Commission indicates that Section 16 of the Act will provide 
protection for Western carer at In his view, the under- 
lying philosophy of the decision, that the provisions of 
Section 16 should be made as Simple and as general as pos- 
sible, provides Western Canada with greater protection from 
the monopoly position of the railways. | 
Finally, the Commission ruled that agreed charges 

were not excluded from the terms of Section 16 of the 
National Transportation Act. In the view of the Commissioners: 

- . - If parliament had intended to éxéludé agreed 

enarges from the application of Section 16 of the 


National Transportation Act, it would have said so 
either in Section 4 or in Section 16 itself. .. 48 


Gi) The oPrince “Albert Pulp 


Company—Ltd. Application 

The Prinee Albert Pulp Company Ltd. filed its ap- 
plication with the Canadian Transport Commission in April 
1970, /9 In their brief, the Company contended that exist- 
ing freight rates on the movement of woodpulp from Prince 
Albert to markets in Minnesota and Wisconsin did not reflect 
the geographical advantage of the plant in relation to 
other plants located in Hinton, Alberta and Kraft, British 
Columbia. They noted that, under the existing rate struc- 
ture, rates for the movement of woodpulp being shipped into 
the United States were "grouped" so that the rates charged 


for the movement of woodpulp into the United States from 


their plant were :the same as... the rates levied on woodpulp 


OY 


shipped from Hinton and Kraft .even though Prince 
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Albert was closer to the United States market. They noted 
that pulp mills located in Dryden and Thunder Bay were ap- 
proximately the same distance from the United States market 
as was the Prince Albert plant but that the rates were 
lower for the movement of pulp from the mille at Dryden and 
Thunder Bay. 

To turther bSiiceeets their contention, the follow- 
ing statistics were presented. The rate differential on the 
movement of pulpwood to Wisconsin markets between Prince 
Albert and Kraft was 60¢ per ton in favour of Prince Albert 
despite the fact that pulp shipped from Kraft would move an 
extra 545 miles to reach the Wisconsin market. However, the 
rate differential on the movement of pulp from Prince Albert 
and Dryden was $4.80 per ton against Prince Albert despite 
the fact that Prince Albert was only 256 miles farther from 
the American Merete On the basis of these figures, the 
Prince Albert Pulp Company argued that they were not realiz- 
ing the full geographical advantages of their location with 
regard to the movement of pulp into the United States be- 
cause of unreasonably high rates. On movements of pulpwood 
to Vancouver for export, the Prince Albert Pulp Company 
noted that they were denied the advantages of the grouping 
procedure. For example, pulpwood moving from the Prince 
Albert plant moved at a much higher rate than pulpwood being 
shipped from Hinton and Kraft to Vancouver. It was on the 
basis of the Sisee evidence that the Prince Albert Pulp 


Company concluded that excessively high freight rates were 
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Pesuricting ‘their ability to compete for markets. 


\ 
The Government of saskatchewan intervened in sup- 
port of the application made by the pulp company from Prince 


Bipartr= 


Pe presentins its case, the Government of Saskat- 
Chewan argued that the term "public interest" as defined in 
section I of the Act and in Section 16, was designed to en- 
Sure that the transportation system promoted the economic 
well-being of the nation by encouraging the interchange of 
commodities between the various regions of Canada. It was 
Pensiderca to be in the "public interest" that resource and 
industrial development be encouraged in Saskatchewan. The 
freight rates levied on pulp being exported from Prince 
Albert did not reflect the locational advantage that it 
possessed over other pulp mills in Canada with regard to dis-~- 
tribution points in the United States. It was on these 
grounds that the Saskatchewan Government concluded that the 
rate levied was a violation of Clause 16 of the Act. 

In October 1970, the Province of Alberta intervened 
in the case in support of the application of the Prince 
Albert Pulp ‘Acari The Alberta Government urged the 
Canadian Transport Commission to adjust the rate structure 
in such a manner “as to protect the Canadian pulpwood industry 
in competing in the continental market and to offer to each 
producing pulp mill rates which reflect locational position 
after taking into account rail costs for the specific routes 


‘of movement ".°? The Government of Manitoba did not intervene 
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in the case; however, the Government of Ontario intervened 
and opposed the Saskatchewan application. The entice 
Government was concerned that any adjustment in the rates 

on pulp moving from Saskatchewan would reduce possible mar-— 
kets for Ontario plants located in Thunder Bay Boapt Pee ee 

During the initial hearings before the Railway 
Committee in October and November 1970, the railways argued 
that the Canadian Transport Commission did not possess juris- 
diction over international rates.°° Thus the Fea ee 
could not consider the application of the See Albert Pulp 
Company. However, in June 1971, the Commission ruled that 
it did have jurisdiction over international rates. The rail- 
ways did not appeal the decision and further hearings were 
held by the Commission to determine if a prima facie case did 
exist and whether the "public interest" was involved. 

In November and December 1971, the Railway Trans- 
port Committee, under the chairmanship of Mr. David Jones, 
held hearings in Ottawa to determine if the Prince Albert 
Pulp Company had sufficient evidence to establish a prima 
facie case under the provisions of Section 16 of the National 
Transportation Act. Spokesmen for the Prince Albert Pulp 
Company, the Canadian National and Canadian Pacific Railways, 
and for the Governments of Alberta, Manitoba, Saskatchewan, 
and Ontario presented evidence at the hearings. 

On February 10, 1972, the Railway Transport Com- 


6 ‘ 
mittee rendered its ane oe The Committee ruled that 


the Prince Albert Pulp Company had presented sufficient 
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evidence to the Committee to establish a prima facie case. 
In rendering its decision, the Committee followed the pre- 
cedent established in connection with the rapeseed case. 
The Commission ruled that the expression "prima facie" 
should be given its ordinary meaning --'at first sight" or 
bom the face .of it". “While reaffirming their view. that the 
criteria for determining a prima facie case should not 
memet the ability of applicants to bring cases before the 
Commission, the Commissioners did indicate that, before 
they would rule that an applicant had presented aiprima facie 
case under the provisions of Section 16, the applicant must 
Peions tra te that the rate being levied by the .railway con- 
stituted more than an element of unfairness between the 
applicant and his competition. Before the Commission would 
agree to initiate further investigations, the applicant was 
required to prove that the rate levied by the railway was 
@etrimental to the “public interest" and not only to the 
applicant. 

The Commissioners reaffirmed the definition of the 
"public interest" outlined in their earlier decision. The 
Be cnras expressed that, if a rate levied by a railway had 
a detrimental effect on the level of economic development, 
Deena income or capital formation within a particulier 
area, this would be considered to be Bp oars S to the 
"public interest". The reference in the decision to the 


level of. economic development and the level of capital 
















' i 
c) a»?d Deresty onde? sen 


. \ooleios® eft srlisbowe 


it 
infvesrnoo al Aatet iostee eee 


fan? Seite #0 tna kmeooe 
Som Yrs a i. } ‘is “at hie 


H " ,"2f 2ev-age] ome 


2t sgive 3 sricievetes woh gimme 
: | P : 
om, +f - ~~ (oii i¢ce oft) % 


sit ez ‘eso /pe inns) sit ,foleal 


eo lave me Jernl ¢ lifes” bY ieee 


fc > 
“J { ofst sat “sade 
£ cS) te -an3 
- —~ 
a f 
« - a 
x 
Lith $2) a D> 
+ P og o on 
5 AY ay svor oF 
, vse eT i bei am als. r & o 
Li La VE Give < LAud 
ri ¥ 
ra 5 
i ; 285° 46. OL : le fe bal sdf 
bos i 


_ iJ ; , 
Tac 2 Deal Ono "2eexstn ioe 


tr 
r 
. 
= 
ba 
\f 


ih) en oe 7 5 _ — nT ‘ a. 
i~* rey. & ‘ su. \ 3 -& 2 cS Le 4 Sly F saentxnn ra Ww 
; A - 7 











ghestianzolsevs! cionicos to fevelh adeno aoghe seine 


OssEe! @ cildiiw ia Atpertet,, 





64 


formation within a region as factors that would be taken into 
account when determining if a rate was prejudicial to the 
"public interest" incorporated many of the arguments ad- 
vanced by the Provinces of Saskatchewan and Alberta in their 
presentations to the Committee. Thus, it would appear that 
the two decisions rendered by the Commission with regard to 
he definition of the terms "prima facie" and "public in- 
terest” indicates that the peovisions of Section 16 of “the 
legislation may offer more protection to Western Canada than 
many officials and politicians in the West had originally 
ete pated. 

The importance of the decisions rendered by the 
Canadian Transport Commission, and the implications arising 
from these decisions, is recognized by officials of the 
Commission and by federal and provincial officials. There 
is general agreement that the future course of negotiations 
between the federal and provincial governments on the issue 
of freight rates will be determined in large part by the 
nature of the final decisions rendered by the Commission in 
the rapeseed and Prince Albert Pulp Company eee In 
an interview with Mr. David Jones, Chairman of the Railway 
Committee, he noted that the Committee is aware that with 
each decision an important precedent is being established 
by the pee enon As “anmresul a yaathe Railway Committee has 
held extensive public hearings on each case before render- 
ing an initial here regarding the definition that the 
Commission will accept of the terms "prima facie" and 


"public interest". This procedure was designed to ensure 
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that all interested parties would have the opportunity to 
present their views. He noted that Western Canada should 
“not be discouraged by the length of the delay before the 
Committee renders final decisions in these two cases. Once 
precedents are established, future cases will be resolved 
in a shorter period of time. 
B. Federal-Provincial Dis cussions on 

the Issue of Freight Rates 

Beginning in 1968, the federal. government and the 
Governments of Manitoba, Saskatchewan, a Mipebe s entered 
into a series of discussions relating to the general issue 
of freight rates. These discussions are still continuing 
at the present time. The decision of the three Prairie 
Provinces to engage in these discussions and to raise the 
issue of frefght rates at the Constitutional Conference of 
1968 was me first indication that the provinces were revis- 
ing the strategy that they had employed on earlier occasions 
in their attempts to influence federal policy relating to 
freight rates. 

Provincial politicians and their officials were 
unanimous in their agreement that the strategy employed by 
the Western Canadian provinces from 1945 to 1968 had been 
only marginally eke wer The presentation of cases to 
the Board of Transport Commissioners and the presentation 
of briefs to _ Royal Commissions and to Parliamentary 


Committees had not resulted in Western Canadian views being 
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accommodated to any great extent in federal policy outputs. 
As a result, the Provincial Premiers decided, at a meeting 
of the Prairie Economic Council in the summer of 1968, that 
they would raise the issue at the political level by in- 
cluding Feterences’to freight rates in eae briefs presented 
eee the constitutional Conference .°° Thus, the decision was 
made to abandon the traditional stratezy of the 1950's and 
early 1960's and detiand that the federal government seek a 
solution to transportation problems in Western Canada 
through regular federal-provincial discussions at the 
ministerial and the official level. Despite the fact that 
there were more extensive consultations with the Governments 
of Manitoba and Saskatchewan during the enactment of the 
Mecronal Transportation Act, the three Prairie’ Provinces 
were unanimous in the view that many of their recommendations 
had not been accommodated in the final policy output. As 2 
result, the Saskatchewan Government urged the Governments 
of Alberta and Manitoba to encourage the federal government 
to consult with the provinces on a regular basis with regard 
to any changes in transportation policy. This strategy was 
| supported by the Alberta and Manitoba Governments and the 
issue was raised for discussion at the cnet nonen Con- 
ferences held in 1969. 

In addition to the general dissatisfaction with past 
strategy, there were other factors that encouraged the pro- 


vineces to alter their tactics. For example, all three of 
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the Premiers were convinced that the issue of freight rates 
was an issue that could be exploited to their political ad- 
vantage. They reasoned that the issue of freight rates 
would serve to illustrate the feelings of alienation that 
were said to be present in Western Canada, The hPoces aan 

and indifferent attitude of the railways in their dealings 
with the provincial governments and with various industries 
mm Western Canada was an important factor that motivated 
Premier Thatcher to raise the issue of freight rates at the 
December 1969 Constitutional eric rere as A third factor 
that encouraged the Premiers to alter their tactics was the 
negative impact of freight rates on the level of economic 
development in Western Canada. All three Premiers were con- 
vinced that freight rates were a major barrier to the future 
economic development of Western Canada. Finally, the re- 
tirement of Mr. J. J. Frawley as legal counsel to the Alberta 
Government was an important factor in persuading the Alberta 
Government that it should alter its eee eG Mr. Frawley 
had been totally committed to the traditional strategy em- 
ployed by Alberta of presenting cases to the Board of 
Transport Commissioners and arguing Alberta's case before 

Re mee ome eas tons and Parliamentary Committees. With the 
retirement of Premier Manning and Mr. Frawley, the government 
was free to adopt new tactics in their dealings with the 
federal ee eae In summary, these were some of the 


factors that resulted in a change in the strategy employed 
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by the provincial governments. 

One of the most important features of the new 
strategy devised by the three Prairie Provinces in 1968 was 
their attempt to develop a common regional policy inj their 
dealings with Ottawa. It became increasingly apparent to 
Moriticians and officials in the three provinces that one of 
the factors that had limited the success of Western Canada 
in having their views accommodated in the final provisions 
of the National Transportation Act was the failure on the 
part of the three Prairie Governments to develop a united 
policy position in their dealings with the federal government. 
A review of the briefs presented to the Royal Commission on 
Transportation of 1959 and to the Parliamentary Committee of 
1966 revealed that there were variations in the policy posi- 
tions of the three Prairie Governments. Furthermore, the 
bargaining techniques a eyed by the three provinces during 
the consultations with the federal government in 1965 and 
1966 placed emphasis on different policy goals and objectives. 
Emerging from the events surrounding the enactment of the 

National Transportation Act was the realization that, if 
. Western Canada was to present its views in a more effective 
and more forceful emer an attempt would have to be made 
to develop a common Se ain. aistiatoe's The activities of the 


politicians in the three Prairie Provinces since 1968 have 


been directed towards this goal. 
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1. Constitutional Conferences 


Fe ey 


of 1968 and 1969 

It was agreed at the meeting of tre Prairie Economic 
Council in the summer of 1968 that Premier Thatcher would 
be the spokesman for Western Canada. However, Premiers 
Weir and Strom agreed to lend their support during the dis- 
cussions. Ina series of remarks to the Constitutional 
Conference of December 1969, Premier Thatcher stated the 
grievances of Western Canada on the issue of. freight rates. 
It should be noted that there was virtually no relation- 
ship between the issue of freight rates andcmstitutional 
meform.. All the provinces Teed the occasion to raise issues 
that were of longstanding concern to them. During the 
course of the conference, Premier Thatcher commented on the 
issue of freight rates in the following manner: 


ete FUG aS we go out to.set new industries, 
which are so vital, and as we try to diversify, we 
run anto avmajor roadblock. »sThere is» no uge of 
the Federal Government helping us to get new in- 
dustries if the railroads are allowed to negate 
the advantage by freight rates which are not com- 
petitive. 

Now, we have had this problem for years. But 
it is becoming worse and worse as freight rates 

“go up. 

We think that the current freight rate struc- 
ture is absolutely discriminatory against my 
province and, I think, against the Prairies 
While our Government from time to time has taken 
strong action against the railroads on the rates, 
we never try to “make them a whipping boy. I am 

not trying to do that today. Because it has been 
our opinion that the railroads have been run by 
reasonable men who had the national interest at 
heart. 

However, only recently there has been a series 
of UNS that have taken place which make us 
wonder if the C.P.R. and C.N.R. are simply im- 
er ee to the best interests of Western Canada. 
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Mem tees weryobvious wenlack trucking compet- 
ition and we lack water competition. And that 
lets them pretty well set any rates they want. 7 

- « + I think, if there is any single thing 
that is contributing to the national disunity 
in Western Canada, it is the attitude of the 
railroads in giving us competitive rates. 

We do not want freight rates any better than 
any other part of Canada. But we do think we 
are entitled to the same rates. 

tToaverieanrdsour Prime Minister time and 
again talk about the need for national unity. 

I think the time has come when somebody should 
tell these railroads that out in Western Canada 
we are not second rate citizens, that we are 
entitled to the same rate for our natural pro- 
ducts as other parts of Canada. And, if we 
don't get them, no matter what industries you 
help us build, how can we compete? They have 
got us right by the throat. And, believe me, 
they are taking advantage of the situation. 

so far as Western Canada is concerned, I 
say again where regional disparity is concerned, 
we think the railroads are at-fault. And we 
think somebody in the Federal Government should 
take a long hard look at this. The problem has 
been with us for many decades, but the time has 
certainly fome when we should do something about 
Pees reas 


Premier Strom, speaking at the Constitutional Con- 
ference of February 1969, referred to the issue of freight 
rates in the following manner: 

» »« e We would therefore ask the Government of 
Canada to remove these inequities. For example, 
we would suggest the appointment of a commission 


on tariffs and freight rates to examine ang 
problems and to recommend solutions. .. . 


At the Constitutional Conference of December 1959, the issue 
of freight rates was raised again by Albérta.: sin his re- 
marks, the Alberta Premier noted the impact of freight rates 


on the economic development of Western Canada: 
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- - » Alberta has always felt this very keenly. 

And if there is any suggestion of.a study or 

any review of the matter, then of course we 

are vitally interested, because, even though 

we are a “have" province and we have had a 

considerable amount of growth, we do have 

problems in interesting industry in coming be- 

cause of the unfair freight rates at the present 

tamed 207, 06 

In reply to the demands of the Western Canadian 

Premiers for a joint federal-provincial study on the ques- 
tion of freight rates, Prime Minister. Trudeau noted that 
the matter could be discussed at a federal-provincial con- 
ference once the federal government had the opportunity to 
review its policy. With regard to the discriminatory nature 
of freight rates in Western Canada and in the Maritimes, 
Prime Minister Trudeau replied: 

wae et is certain that we do not want to De 

Umeeireto any part of Canada. And 1% is dif- 

ficult to see how we can be unfair to all 

parts of Canada. Somebody must be getting 


something good out * 9 it; and we have to find 
Out who "itvis. . 


2. Bi-lateral Meetings 


‘Emerging from the discussions at the Constitutional 
Conferences of 1968 and 1969 was an agreement that the pro- 
vinces and the federal government would meet to discuss 
transportation SeL Ts yaee While the provinces urged the 
federal government to discuss the matter will ail the 
Prairie Provinces collectively, the federal government indi- 
cated that the initial discussions should be between the 


federal government and each individual province. Onee this 
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series of bi-lateral negotiations had been completed, the 
federal government would meet ao all the provincial 
governments to discuss the issue of freight rates. 

A series of meetings were held between federal of- 
ficials and officials from each Prairie Province in 1970 to 
discuss the terms of reference for the proposed policy re- 
view. It was agreed that each province would prepare a 
brief outlining its grievances and submit this brief to of- 
ficials in the Ministry of Transport for their consideration. 
To date, the Provinces of Manitoba and Saskatchewan have 
‘presented their briefs to the federal officials. The Alberta 
brief has not been presented. The document was before 
Cabinet when the Social Credit Government was defeated in 
August 1971. With the change in government in Alberta, 
there could be some delay in the submission of their brief 
to the federal government. 

The brief of the Manitoba Government was presented 
-to federal officials in May 1971.°? The arguments advanced 
by the Manitoba Government were similar to those presented 
to the federal government during the debate on the provisions 
of the National Transportation Act. Thus, it would appear 
that the position of the Manitoba Government has not changed 
despite the coming to power of the New Democratic Party 
in June 1969. 

The major theme of the Manitoba brief was that the 


railways enjoyed a monopoly position in Western Canada with 
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regard to the movement of bulk commodities and that the 
provisions of the National Transportation soe offered no 
protection for Western Canada. Those sections of the bill 
isolated for particular criticism were the provisions 
establishing the criteria for the application of the maximum 
rate formula, the definition of a captive shipper, and the 
absence of any definition of "public interest" in Clause 16. 
In addition, the delay and expense involved in taking a 
ease before the Canadian Transport Commission did not pro- 
vide Western Canada with an adequate avenue to appeal the 
freight rate increases imposed by the railways. Finally, 
statistical evidence was presented to illustrate the impact 
of long and short haul discriminatory practices on the 
future economic development of Western Canada and on the 
price of commodities transported from Eastern Canada by 
rail to Manitoba. 

In an interview with officials of the Manitoba 
Government prior to the recent decisions of the Canadian 
Transport Commission with regard to Section 16, they re- 
vealed that in future discussions the Manitoba Government 
would urge the federal government to establish a special 
task force composed of federal and provincial officials to 
study existing inequities in the freght rate structure. 

In addition, the Manitoba Government will recommend a re- 
vision of the provisions of the maximum rate formula found 


in the National Transportation Act, a more liberal definition 
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of the term "captive shipper", and a more precise definition 
of the terms "public interest" and "prima facie" in Clause 
16. Finally, the Manitoba Government will propose that a 
provision be included in the National Transportation Act to 
eliminate long and short haul discrimination as it is prac- 
tised by the railways at the present time. It is possible 
that the recent decisions of the Commission may persuade the 
Government of Manitoba that revisions to Clause 16 are not 
necessary. If the Manitoba Government comes to accept this 
view, this would place them in agreement with the Saskatchewan 
Government. 

The brief prepared by the Saskatchewan Government 
was: presented to federal officials in January Pome The 
Saskatchewan brief did not contain any specific recommenda- 
tions for possible amendments to the National Transportation 
Act. The brief merely reiterated the statements made by 
Premier Thatcher at the Constitutional Conferences and cited 
specific instances where the high level of freight rates 
limited the economic development of Western Canada. The 
Fates on potash and woodpulp were cited in the brief to il- 
lustrate the negative impact of freight rates on the economy 
of Saskatchewan. In an interview with Mr. K. Setter, an 
economist with the Government of Sate he indicated 
that the Saskatchewan Government ae future negotiations 
would urge the federal government to revise the maximum rate 
formula and to Berne Sar term "captive Sahel abs How- 


ever, he did indicate that the Saskatchewan Government would 
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not urge the federal government to define the term pin bat ee 
interest" in a more precise Hs oe in, Mr. iSetter'seview; 
the absence of any definition of the term "public interest" 
in the clause enables the Saskatchewan Government to raise 
almost any matter of concern by citing the provisions of 
Clause 16. The Manitoba and Alberta Governments have con- 
tended that a more precise definition of the term "public 
interest" would offer more protection to Western Canada. 
At the present time, there would appear to be a difference 
of opinion at the official level between GR tela of the 
Manitoba, Alberta, and Saskatchewan Governments on the 
amendments to Clause 16. 
| While the Alberta Government has not presented its 
brief to the federal government, Mr. J. W. Telford revealed 
Alberta's position on the issue of freight age The 
major theme of the Alberta position is that freight rates 
in Western Canada are discouraging the economic development 
of Western Canada and negating the attempts of the federal 
government to promote regional economic development. Among 
the specific policy recommendations that will be advanced by 
' the Alberta Government will be a revision of the maximum 
rate formula, a re-definition of the captive shipper clause 
and a revision of Clause 16 to include a more precise defini- 
Bronson the term, "“publicyinterest... 

A review of the policy positions of the three 


Prairie Provinces indicates that there is virtually unanimous 
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agreement on those provisions in the National Transportation 
Act that require amendments. In addition, it is nearest is 
to note that Western Canada's opposition to certain provisions 
of the bill has remained unchanged since the enactment of 

the National Transportation Act despite one caSeetiee the 
political affiliation of the governments in the three 

Prairie Provinces has changed. This would strengthen the 

view that the Western Canadian position on eiieene of 
freight rates has not varied significantly over time nor with 
the political affiliation of the government in each province. 


3. Consultations between the 
Prairie Provinces 





While the federal government was meeting with each 
provincial government to discuss the issue of freight rates, 
the Governments of Manitoba, Saskatchewan, and Alberta held 
a series of meetings in 1969 and 1970 in an attempt to 
develop a common policy position. The Prairie Provinces 
utilized the Prairie Economic Council a the forum for these 
Mee aia) After preliminary discussions at the minister- 
jal level, it was agreéd that a technical committee composed 
of officials from the three governments would meet on a con- 
tinuing basis to discuss policy matters pertaining to freigne 
rates. Among the matters discussed by officials at the four 
meetings held in 1969 and 1970 was the application of the 
Prince Albert Pulp Company to the Canadian Transport Com- 


mission, the preparation of a joint submission to the 
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Commission on behalf of the Western rapeseed processing in- 
dustry, and the possibility of convening a federal-provincial 
Conference on freight rates. The convening of a federal- 
provincial conference was discussed at some length and various 
aspects of the issues to be raised at such a conference were 
mererred to each province for detailed: study. 

The continuing federal-provincial and inter- 
provincial discussions indicate that Western Canada has 
abandoned its traditional strategy of reacting to federal 
policy decisions and attempting to change policy decisions 
that have been finalized by the Cabinet. In addition, Western 
Canada has come to recognize that the presentation of cases 
eo the Canadian Transport Commission is a very long and 
costly process. It is recognized that they must inject their 
policy inputs into the decision-making process before the 
federal erent has finalined ifs polisy positron Be 
Western Canadian views are to be accommodated to a greater 
extent in federal policy outputs in the future. Discussions 
with officials of the Ministry of Transport and with the 
Minister of Transport are now seen as the most important 
‘and the most effective channels of communication for the in- 


75 


jection of Western Canadian views. 

| Officials in the three Prairie Governments have been 
encouraged by the initial response of the federal government 
during the discussions. There was a unanimous feeling 


among the officials in all the Prairie Goverrments that the 
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federal government was bargaining "in good faith" and that 
they were genuinely interested ance Western Canadian 
views on various aspects of the issue of freight ee 
The crucial question in the view of Western officials ig 
to what extent can the federal government accommodate the 
views of Western Canada without arousing opposition from 
Eastern Canada to such policy changes. Mr. Pickersgill re- 
ealled during an interview that economic arguments on the 
issue of freight rates that are not accompanied by political 
power will receive very little attention even the federal 
government. This statement has particular meaning for 
Western Canada and summarizes in very succinct terms an 
aportarit factor that has limited the ability of the poli- 
tical actors of Western Canada to have amendments enacted 
that would offer more protection for Western Canada. 
Woe Puture Activities by the Federal 

and Provincial Governments 

Bi-lateral discussions between the federal govern- 
ment and each of the Prairie Governments should be concluded 
by the end of 1971 or very Ganiverin sons. eulnem med ear 
government will then meat with the provincial governments 
collectively to discuss various matters pertaining to 
ete s rates. Despite recent changes in the political af- 
filiation of the Governments of Saskatchewan and Alberta, 
provincial officials are extremely confident that Western 
Canada can develop a common policy position with regard to 


Cs ai ena While it is recognized that each of the 
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Prairie Provinces has different interests to protect, pro- 
vincial officials realize that, if they aré- to gaan any 
concessions from the federal government, the Prairie Pro- 
vinces must adopt a common position. 

Provincial officials are hopeful that the federal 
government will call a federal-provincial conference on the 
issue of freight rates within the next two years. Federal 
officials in the Ministry of Transport have begun to collect 
the necessary data for such a conference. If the fedéral- 
provincial discussions at the official level can be concluded 
by mid-1972, provincial officials are confident that a 
federal-provincial conference could be held in 1973. It is 
recognized by both federal and provincial officials that 
the issue must ultimately be resolved at the political level. 
Discussions at the official level can ae wolLear? thei pach” 
for such Boat che: Thus, it would appear that the enact- 
ment of the National Transportation Act did not reduce the 
opposition in Western Canada to the major provisions of the 
bill that pertain to Pret aha rates and that the issue of 
transportation policy, and freight rates in particular, con- 
tinues to be a contentious issue between the governments 
of the three Prairie Provinces and the federal government. 

| Tn conclusion, the short-term objective of the 
provincial governments from Western Canada is to have the 
federal government enact several amendments to the National 


Transportation Act that will provide more protection for 
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Western Canada. However, the long-term.objective of the 
Western Canadian strategy is to wae the federal government 
to establish a permanent federal-provincial committee or 
council to coordinate transportation policy. While there 
have been only limited discussions with the federal govern 
ment on this issue, Mr. J. W. Telford indicated that the 
organization of the Council of Resource Ministers could be 


Go 


used as a possible model. A federal-provincial committee 
would establish a permanent forum for the discussion of 

transportation policy. Such a council would permit the in- 
jection of regional policy inputs at a very early stage in 


the policy-making process and would encourage .a continuing 


dialogue between federal and provincial officials. Wester 


officials are hopeful that if such a committee was established, 


Western Canadian views could be presented to the federal 
government in a more persuasive manner, and more results 


would be forthcoming. 
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FOOTNOTES 


Uepdiage : 
Interview with Mr. J. J. Frawley, September 8, 1971. 


lane ae 
The federal position was outlined in Chapter VIII. 


nnd definition was provided by Mr. M. Burwash, 
Director of Economics for the Canadian Transport Commission, 
2n an interview on September 7, 1971. 


in 


The details in succeeding paragraphs are taken from 


een np ren ee ar 


SInterview with the Honourable J. W. Pickersgill. 


! Ser ra ews with Mr. J. W. Telford, Mr. J, J. Frawley, 
and Mr R. Phillips. 


this quotation was taken from a speech made by Mr. 
R. Phillips to the Annual Meeting of the Saskatchewan Wheat 
Pool in 1970, entitled "A Decade of Railway Rationalization”. 


B canadian Transport Commission, Judgments, Orders, 
Regulations and Rulings, Pamphlet #15, August 1969, p. 327. 





“interview with Mr. R. Phillips. 


10 canadian Transport Commission, Judgments, Orders, 
Regulations and Rulings, Pamphlet #15, August 1969, p. 327. 


Ilosnadian Pacific Railway Company vs Province of 
Alberta and Attorney-General for Canada, Supreme Court of 
’ Canada Bulletin (1970-71). 


lennis view was confirmed in interviews with officials 
of the Manitoba Pool Elevators on September 3, 1971, with 
Mr. R. Phillips of the Saskatchewan Wheat Pool, and with Mr. 
O. Broughton of the Alberta Wheat Pool. This point was 
further substantiated in interviews with Mr... A. V. Mauro, 
Mr. Je W. Telford, Mr. J. J. Frawley, Mr. F. Lemeiux, and 


Now Gee larr. 
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1S: oe a : 
Ith is information was obtained in interviews with Mr. 
J. W. Telford and with Mr. M. Burwash, 


lonis view was expressed by officials of the Manitoba 
Pool Elevators, Mr. R. Phillips; Mr. <0. Brousnt onpuMyree Ae ay. 
Mauro, Mr. J. W. Telford, Mr. J. J. Frawley, Mr. F. Lemieux, 
Mr. G. Blair, and officials of the Edmonton Chamber of Com-— 
merce, the Calgary Chamber of Commerce, the Canadian Manu- 
facturer's Association (Alberta Branch), and Western Co-op 
BertrlizersLtd.. 


Lointerview with Mr. M. Burwash. 


Teme accusation that there was collusion between the 
railways was made by Mr. J. W. Tebiord seirewek. wl. Frawley, 
Me~ ©. Setter, Mr. Vv. Steichisin, and Mr. F. Lemieux. 
Officials of the Canadian Transport Commission denied this 
accusation. 


1’ tne Western Canadian position on this issue was re- 
vealed in interviews with Mr. J. W. TeLPond,. New iek t-Setcer, 
Mr. J. Heads, and Mr. F. Lemieux. 


184y Act to Amend the Mineral Taxation Act, Bis) 74 Ops ORS, 


————_——_— 


mere tt, Ohi, 


eo ere surrounding the discussions with the railways 
were taken from a letter written by the Honourable W. R. 
Thatcher, Premier of Saskatchewan, to the author on November 
25, 1970. Details in sueceeding paragraphs were taken from 
Niis letter. 


ed. 


2lpegina Leader Post, November 5, 1970. 


“2Tetter from Premier Thatcher to author of November 
25, 1970. 


23an Act to Amend. the National Transportation Act, 
1969, 18 Eliz. Il. This bill was given first reading on 
December 10, 1969; however, it was never debated in the 
House of Commons. 


eee received from Mr. Hu Harries, M.P.; of 
Oovauer VS. 5197 1. 
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2Netails of the cases brought to the Canadian Trans- 
port Commission were taken from’a letter from Mr. H. 
Arbique, Secretary to the Commission, to the author of May 
21, 1971. Further information was obtained in interviews 
with Mr. Arbique on September 7, 1971 and with Mr. David 
Jones, Chairman of the Railway Committee of the Commission, 
on September 10, 1971. The details of the rapeseed case 
and of the Prince Albert Pulp case were also discussed with 
Mr. J« J. Frawley, Mr. F. Lemieux, Mr. K. Setter, Mr. J. W. 
merrord, anduir. G..Blair. -Detaile in Succeeding paragraphs 
are drawn from these interviews. 


GG uray news with the Honourable J. W. Pickersgill, 
Mr. R. Cope, Mr. H. Arbique, and Mr. M. Burwash. 


@’interviews with Mr. J. W. Telford, Mr. K. Setter, 
Mr. J. Heads, Mr. F. Lemieux, Mr. J. J. Frawley, and Mr. 
Pov «. MAUYrO. 


eer nterviews with officials of the Calgary Chamber of 
Commerce, the Edmonton Chamber of Commerce, the Canadian 
‘Manufacturer's Association (Alberta Branch), Western Co-op 
Fertilizer Ltd., and the Canadian Cattlemen's Association 
indicated that there was great reluctance on the part of 
businessmen in Western Canada to present a case to the 
Canadian Transport Commission. 


22 the costs involved iIn.taking a case to the Commission 
were estimated to be approximately $30,000. This figure 
was confirmed by government officials in the three Prairie 
Provinees and by the legal counsel for the provinces. There 
was agreement among these individuals that Western Canadian 
business concerns did not possess the necessary expertise nor 
the fiscal resources to gather the necessary data to present 
a case to the Canadian Transport Commission. For example, 
to present a case under Clause 16 one must provide evidence 
to the Commission establishing a prima facie case. To prove 
such a case, detailed costing figures must be presented. 
In many cases Western Canadian business concerns would be 
forced to hire consulting firms to prepare their case. Thus 
there is a relationship between the cost of presenting a 
case to the Commission and the absence of qualified indivi- 
duals employed by Western Canadian business concerns. 





DWnile it is true that the Canadian Transport Com- 
mission has not rendered any decisions on the freight rate 
cases before it, there is the feeling in Western Canada that 
those individuals appointed to the Railway Committee are 
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closely identified with the interests of the railways. It 

is true that this feeling in Western Canada cannot be sub- 
stantiated by references to actual decisions rendered by 

the Railway Committee; nevertheless, there is a feeling in 
Western Canada that the Railway Committee does not adequately 
represent Western Canadian views. This view was expressed 

by officials of the three Wheat Pools, Mr. J. W. Telford, 

Mr. J. J. Frawley, Mr. F. Lemieux, and Mr. J. Heads. The 
only exception was Mr. K. Setter who indicated that the 
Chairman of the Railway Committee, Mr. David Jones, was not 
captive of the railways. In an interview with Mr. Jones, I 
was left with the impression that he recognizes that the 
Canadian Transport Commission is open to the charge. He is 
determined, however, not to become identified with the in- 
merests of the railways. In addition, he realized that, 

as a Western Canadian, he should attempt to bring the Western 
Canadian position to the attention of the Commission. He 

did not see himself, however, as a spokesman for Western 
Canada. x 


31 details regarding the application of the Canadian 
Cattlemen's Association were obtained in an interview with 
Mr. G. Littke, Economic Consultant to the Association, on 
me 20, 19:71. 


etter Prom Nir. vt. Arblique, May wl, «l9O7 i. 


33petails of the rapeseed case were obtained in inter- 
views with Mr. a e W. Tel Porn, Mr. whe alte Frawley, Mr. Hee 
Lemieux, Mr. K. Setter, Mr. A. V. Mauro, and Mr. D. Jones. 


canadian Transport Commission, Proceedings and Evi- 


dence in the Matter of the Application of the Saskatchewan 


Wheat Pool, Agra Industries Ltd., Co-op Vegetable Oils Itd., 
and the Western Canadian Seed Processors Ltd. pursuant to 
Section 16 of the National Transportation Act, April 29 and 


30, 1971, Winnipeg, Manitoba (Vancouver: All West/Bemister 
Reporting Ltd.). 


32Ibid., pp. 38-51 and pp. 57-60. 
Jorbid., p. 36. 

3’Tpid., pp. 46-49. 

8rpid., pp. 60-61, 73-75, 81-83, and 88. 
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MOTpia., Doe OOerOY. 
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_ For a detailed discussion of agreed charges and their 
relationship to the Transport Act, see Chapter III. 


J 
‘3 tnterviews with the Honourable J. W. Pickersgill 
and Mr. R. Cope. 


Interviews With Mr.od. J. Frawley and Mr. F. 
Lemieux. 


4S canadian Transport Commission, IN THE MATTER OF 
the Application dated October 14, 1970, of the Saskatchewan 
Wheat Pool, Agra Industries Limited, Co-op Vegetable Oils 























to appeal the acts, omissions or rates of the named a 
respondents, Order No. R-13001, File No. 30637.2, November 
-2, 1971. Details in succeeding paragraphs were taken from 


this document. 


*Orpia., pp» 16; 19-20. 








fe received from Mr. F. Lemieux of November 


20, AMY Mer 
48 
p-- 33: 


Canadian Transport Commission, Order No. R-13001, 


*Ioanadian Transport Commission, IN _THE MATTER OF the 
Application of the Prince Albert Pulp Company Ltd. pursuant 
mauscection 16 of the National ee oe for leave 


. to appeal the acts, omissions and/or rates of the named 


respondents, April 1970. This document was obtained from 
Mr. K. Setter. Details in succeeding paragraphs are taken 


from this brief. 
>°Thid., pp. 8-9. 


1 canadian Transport Commission, Intervention of the 
Covernment of Saskatchewan in the Matter of the Application 
of the Prince Albert Pulp Company Ltd., August 1970. 


Details in succeeding paragraphs were taken from this 
document. 
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fe : 
5 Canadian Transport Commission, intervention by the 


Province of Alberta in the Matter of the Application of 


—t1. 


the Prince Albert Pulp Company Ltd., October 1, 1070, 








3 pid. , Dee: 


leet, : ; : ; 
2 This information was obtained in an interview with 
Me. i, Lemienx. 


>this information was obtained in interviews with Mr. 
F. Lemieux and Mr. K. Setter. 


Deere ai ar Transport Commission, Railway Transport 
Committee Decision In the Matter of Section 23 of the 
National Transportation Act, Ottawa, February 10, 1972, 
File No. 26901.97.1. Details in Succeeding paragraphs 
were taken from this document. 








>’ Interviews with Nr. J. W. Telford, Mr. k. setter, and 
Mr. J. Heads. 


eres by with Mr. David Jones. 


eAantervLews withe Mr. «JA fWieteltordgaMireikvesetter, snd 
Nree Jd. Heads. 


detain of the new Western Canadian strategy were 
Pevealcdninfinterviews’ with Mre).Js°W. Telford, Mr. K. Setter, 
andar, A. V. Manro. 


SPorview with Mr. K. Setter. 


eter icy withered’ wae lebrord. 

C3tbid.. 

ome curable R. Thatcher, Statement. to the Constitu— 
tional Conference, December 1969, Unrevised Proceedings 
(Ottawa: Queen's Printer, 1969), pp. 340-343. 


e eancumabie H. Strom, Statement tosthe Constitutional 


‘Conference, February 1969, Proceedings (Ottawa: Queen's 
Printer, 1969), p- WER 







_ a 
Ad 
, 5 be 4 ate 
_ s @¢@ 
a. 
' eon J 
‘ — 9 7 py] “t ervagd 
Lge ae.) >. BP, | 
yey a) 4 
, i” > .* 
“4 
ea 
yp? : 
7 : 7 iii f 
* = 5 * 
ate ° 
p - THite tT r 
5 . Bias. 
, ; —?~ v >. 7 
a. 10) eee gOgsn 
a : ey ‘y 
’ a | . 
. ‘ 
a bile ea Ry 
<= th ig wa ow fs 
. baa ; 
: i] Ww ‘ 
S 
. xs 
aa ao Wut 
7 
me - 
te r - -— 
WAT Stor "Eo. 88 
s we tvrageai 
JEG 
: . + ’ . -{ _ _ 
= =< @ 
7 .* 1A ' a a 
Pe ea: 6 ee 91) TS 4S byt avn - 
:! i aa 
‘ a J 
{ * ? 
; : Me BS eivize at 


SAT As 
oS OS PASSO! ob 


ee 
4 


ae 
i Bd Fae § ods t Oh ware .isr 
Ssoa4 mV 4 POGE 





at 





{= 

o we 

et a} 
& vee 

; - oo! < ‘at a 


on 


666 


66 
Honourable H. Strom, Statement to the Constitutional 


Conference, December 1969, Unrevised Proceedings (Ottawa: 
Queen's Printer, 1969), Saag rocco dines 


67 5 
“Right Honourable P. E. Trudeau, Statement to the 


ee. 


Constitutional Conference, December 1969, Unrevised Pro- 


—— ~ 
2 ee 


ceedings (Ottawa: Queen's Printer, 1969), p. 365. 


68 ° ° » . 
This was revealed in interviews with Mr. J. W. 


Telford and Mr. K. Setter. Details in sueceeding paragraphs 
are drawn largely from these two interviews. 

















OF covernment of Manitoba, Preliminary Statement on 
Freight Rates Affecting Manitoba, May 1971. This document 
was presented by the Honourable A. R. Paulley, Minister of 
Labour in the Government of Manitoba, to the Honourable 
D. Jamieson, Minister of Transport. Details in succeeding 
paragraphs were taken from this brief. 





?Ornterview with Mr. John Heads, Director of Economic 
and Transportation Research, Department of Industry and 
‘Commerce, Government of Manitoba. 


?o covernment of Saskatchewan, Details of Preliminary 
statement by the Government of Saskatchewan on Freight 


Rates Affecting Saskatchewan, January 1971.. Details in 
succeeding paragraphs were taken from this brief. 














Beery lew with Mr. K. Setter, 
(Fraterview WLUMOME cose Wa, TelTords 


aes of the discussions were obtained in inter- 
Views with Mr. J. W. Telford and Mr. K. Setter. 


this opinion was expressed by Mr. J. W. Telford, 
Mewecwrse ver, and Mr: Js Heads. 


76rnis opinion was expressed by Mr. J. W. Telford, 
Mr. K. Setter, and Mr. J. Heads. 


?? Interview with the Honourable J. W. Pickersgill. 


78 interviews with Mr. J.s-Ws: Telford, Mr. K.. Setter, 
and Mr. ‘J. Heads. Premier Lougheed of Alberta made a similar 
point in an interview reported in the Globe and Mail of 


January. 21, 1972. 
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CHAPTER XIII 
CONCLUSIONS 


An analysis of the events surrounding the enact- 
ment of the National Transportation Act of 1967 provides 
some meaningful insights as to the nature of the decision- 
making process within the peter federal system. The 
first objective of the dissertation was to examine the 
decision-making process within the Canadian federal system 
in an area of federal jurisdiction. The analysis was de- 
-Signed to determine if, in fact, the consultative procedures 
employed by the federal government in areas of federal 
jurisdiction varied from the consultative procedures em~ 
ployed by the federal government in areas of provincial 
jurisdiction. A second objective was to assess the extent 
ee which the policy inputs.of the political actors? of 
Western Canada were accommodated in the final policy output 
-~ the National Transportation Act. The analysis was de- 
signed to outline and to assess the effectiveness of the 
channels of communication utilized by the political actors 
of Western Canada to convey their views to the federal 
government. It was hypothesized that a study of the 
development of transportation policy by the federal govern- 


ment over the past one hundred years, and an assessment of 
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the extent to which Western Canadian views were accommodated 
; \ 

in federal policy outputs, could offer a partial explanation 

for the continuation of the phenomenon known as Western 

Canadian Alienation as a recurring dimension in the political 

history of Western Canada. For purposes of analysis, the 


two issues raised for discussion will be considered 


separately. 


A. Western Western Canadian i> Posi cy inputs 


eee eee 


and Trans: Transportation Policy 
aS Beet IS Ofwcne Channels 


Pini ee ete ee 


There have been three major channels of communica- 
tion utilized by the political actors from Western Canada to 
convey their views to the sicireauh government -- political 
tactics on the part of Western Canadian Members of Parlia- 
ment in the House of Commons urging the federal government 
to revise existing legislation; the presentation of briefs 
to Royal Commissions established to review transportation 
policy; and representations to the Board of Transport Com- 
missioners and the Canadian Transport Commission. Despite 
the fact that the channels of communication utilized by the 
political actors to convey the views of Western Canada to 
the federal government varied from time to time and the 
-spokesmen for Western Canada differed on occasion, the is- 
mice and grievances raised for discussion did not vary 
significantly over time. In short, the issue of freight 


rates has been a subject of concern to Western Canadians 


for a prolonged period of time. 
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(a) Members of Parliament 


ey ree 


Members of Parliament from Western Canada,“ as a 


result of their political tactics in the House of Commons, 


federal government to revise federal policy in such a man- 
ner that Western Canadian policy inputs were accommodated to 
a greater extent. For example, the Progressive Members of 
Parliament in the 1920's were in a position to influence 
federal policy to a greater extent than their representation 
in the House warranted. They successfully exploited the 
minority position of the government to extract a series of 
concessions from the federal government as their price for 
“achat the government iy oftices 

The position of the Western Canadian Member of 
Parliament as a spokesman for the interests of Western 
Canada at the federal level iS very different from that of 
a provincial government. Western Canadian Members of 
Parliament are federal politicians and are limited in their 
ability tO particulate a-regional or provincial point of 
view by factors eer as party discipline. = Whole Members on 
Parliament from the West have raised the issue of freight 
rates for discussion in the House of Commons on numerous 
occasions, in most instances the Members from the West 
viewed the issue of freight rates as a partisan rather than 
bet regional issue. For example, the strategy employed by 
the Conservative Members of Parliament during the enactment | 


of the National Transportation Act was designed to defeat 
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the minority Liberal government. Because of the limitations 
imposed on Members of Parliament, their ability to articue 
late a regional point of view ig severely imited.. Asia 
result, representations to Royal. Commissions and to the 
Board of Transport Commissioners came to ne seen as being 
more effective channels for conveying Western Canadian views 


to the federal government. 


(b) Royal Commissions and 
Regulatory / Agencies 


Prior to 1959, the two channels of communication 
that were most often utilized by the political actors from 
Western Canada to convey their views to the federal govern- 
ment were briefs to Royal Commissions and applications to 
the Board of Transport Commissioners. As was noted earlier, 
the ee aiment of four Royal Commissions during the 
period from 1897 to 1959 provided the political actors from 
Western Canada (provincial politicians and officials, and 
pressure groups) with the pane to convey their views 
to the federal government. During this same period, numerous 
applications were presented to the Board of Transport Com- 
missioners that were designed to modify certain pricing 
SEAT as on the part of the railways that had a severe im- 
pact on Western Canada. while the political actors were 
largely unsuccessful in their dealings with the Board of 
Transport Commissioners, and only marginally more successful 
in having their iene accommodated in the recommendations 


of the Royal Commissions, these two channels of communication 
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were relied on most heavily by the political actors from 
Western Canada prior to 1959. Discussions between federal 
and provincial officials at federal-provincial conferences 
was the one channel of communication that: was not utilized 
by the political actors from Western Canada. 


2. Effectiveness of the 
Political Actors 


a a pe 








AS poeea® in Chapter I, there were three criteria 
used to assess the effectiveness of the political actors 
of Western Canada in conveying their views to the federal 
~government. The first.criterion was to compare the demands 
of Western Canada with the provisions of the final policy 
output. A second criterion was to determine the extent to 
which Woateth Canadians utilized various channels of Seti 
munication to convey their views to the federal government. 
Finally, the effectiveness of the political actors was as- 
sessed by an analysis of the extent to which they prepared 
the necessary documentation to argue their case persuasively 
before federal officials. However, in the final analysis, 
any assessment of the effectivmess of the political actors 
must be judged by the extent to which their views were ac- 
commodated in the final policy output. 


(a) Policy Demands and the Content 
Of tne Pirie POLLY Ley. Output® — 


An assessment of the policy demands of Western 


Canada during the period from 1870 to 1959 revealed that 
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Western Canadian politicians were succéssful on several 
occasions in having their policy demands accommodated by 
the federal government.” For example, policy demands of 
Western Canada resulted in the establishment of the Board 
of Railway Commissioners in 1903, and in a major revision 
efethe *Rallway Act in’ 1888, 1897, and 1903. These policy 
demands precipitated the enactment of several amendments 
that established more rigid criteria for the determination 
of freight rates. The negotiation of the Crow's Nest Pass 
Agreement in 1897 was in large part the response of the 

_ federal government to the demands of Western Canada for 
lower freight rates on agricultural products moving from 
iyestern Canada for export and for lower freight rates on 
goods moving into Western Canada. The actions of the Pro-~ 
gressive Members of Parliament in the 1920's were largely 
responsible for the reinstatement of the Crow's Nest Pass 
Poces on 192+!and theirv-extension "to “all points on all ‘rail- 
ways west of Fort William including the, Portrot Vancouver. 
The amendments to the Railway Act proposed by the Royal 
Commission on Transportation of 1948 incorporated many of 
the policy recommendations advocated by Western Canadians. 
As noted earlier, the establishment of the Royal Commissions 
of 1948 and 1959 was largely in response to the demands of 


Western Canada for a review of federal transportation 


policy. 
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pogche= period prior to 1959, the political actors 
of Western Canada were AoC Bt in having the federal 
government enact legislation that would offer greater pro- 
tection for Western Canadians. During the same period, 
however, they were less successful and less effective in 
their attempts to influence the manner in which the legis- 
lative provisions establishing the criteria for the 
determination of freight rates were administered by the 
Board of Transport Commissioners. As noted.earlier, the 
decisions of the Board in cases dealing with "unjust dis- 
Reena oie, and "undue preference" and the Board's inter- 
pretation of the "one and one-third rule" in the 1950's 
‘reveal the limited success of Western Canadian political 
actors. in influencing the decisions of the Board. On each 
of these major policy issues, the Board failed to accommo- 
date the policy demands of Western Canada. 

Western Canadian attempts to influence the con- 
tent of the recommendations of the Royal Commission on 
fransportation of 1959 and the eee ey: provisions of 
the National Transportation Act were less successful than 
in the period prior to 1959. As noted earlier, many of the 
important policy Paee mance alone proposed by the provineial 
governments and pressure groups from Western Canada to the 
Royal Commission were ignored by the Commissioners in their 
report. With regard to the provisions of the National 


Transportation Act of 1967, the political actors in Western 





Canada enjoyed only limited success in influencing the 
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provisions of the Act pertaining to freight rates. Western 
Canada was successful in having the review procedure eTimie 
nated from the provisions of the legislation pertaining to 
the Crow's Nest Pass rates and the goals of transportation 
policy revised to the extent that greater emphasis was placed 
on the "national unity" aspects of transportation Posey. 
The major amendment included in the National Transportation 
Act by the federal government as a result of the demands of 
Western Canada was the "public interest" elause. This clause 
was the most general and all-encompassing clause establish- 
ing the criteria for the determination of freight rates and 
was included in the legislation by the federal government 
in an attempt to meet the demands of Western Canadians for 
the continuance of legislative provisions such as "unjust 
discrimination" and "undue preference" as criteria for the 
Pe pnination of rates. Recent decisions of the Canadian 
Transport Commission indicate that this clause may be ex- 
tremely important in protecting the interests of Western 


Canadians. 


(b) Frequency of Western pare cue ae 


to the Federal Government 
There is unanimous agreement among the federal and 
provincial officials involved in transportation policy that 
Western Canadians have used every possible occasion to 
present their views to the federal government. As has been 
noted on earlier occasions, Western Canadian politicians 


have continually agitated for revisions in transportation 
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policy and have utilized every possible channel of communi- 
cation to convey. their views to the federal government. On 
each occasion when transportation policy has been discussed 
at hearings held by the Board of Transport Commissioners, 
Royal Commissions, and Parliamentary Re ieee and in de- 
bates in the Senate and in the House of Commons, Western 
Canadians have taken a very active part in the debate and 
have argued Western Canada's case in ag persuasive a manner 
as possible. The failure of the political actors in Western 
Canada to have their views accommodated in the final policy 
output does not indicate that the West's case was not put 
in a persuasive manner. In many instances, the West did 
“not have the necessary political power to support its de- 
mands. As a result, the federal government was under no 
pressure to accommodate those demands. It appears that this 
lack of eee! power has forced the provinces, at least, 
to adopt different tactics in dealing with the issue today. 
(ay) Preparation of 
Documentation 

A survey of the documentation prepared by Western 
Canada on the subject of freight rates during the period 
from 1870-to-1971 “indicates, the er Bouse to which the poli- 
tical actorsgot Western Canada have See the necessary 
documentation to support their views. For example, on. 
numerous occasions the governments of the three Prairie 
Provinces have reeataad experts in) the field,of trans porta- 


tion to prepare special reports for presentation to the 
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federal government. Furthermore, each provincial govern- 
ment employed civil servants oe aadige the Cabinet on a 
regular basis on transportation matters. In Alberta, the 
Alberta Freight Rate Bureau was established in the mid- 
1940's as a specialized agency designed to coordinate 
Alberta's position on transportation polley .. While tthe 
Provinces of Manitoba and Saskatchewan did not enta blisrah a 
separate bureau, Specialized units within a governmental 
department were established to coordinate the policy posi- 
tion of the two governments. 

A review of the briefs submitted to the Royal 
Commission on Dominion-Provincial Relations and to the 
Royal Commissions on Transportation of 1948 and 1959 reveals 
the nature of the documentation prepared by the Prairie 
Provinces and by pressure groups in Western Canada. The 
briefs appear to have been well researched, and documented 
Western Canadian grievances in a very precise fashion. 
Statistical data was included in the briefs to further sub- 
stantiate their arguments. During the hearings of the 
Royal Commission on Transportation of 1959, for example, 
the three Prairie Provinces and the three Prairie Wheat 
recta retained outside experts to prepare studies assessing 
the costs involved in moving grain under the. Crow's Nest 
Pass rates. It was largely on the basis of these studies 
that the Royal Commission reduced the figures presented by 
the railways as to the losses incurred in the movement of 


grain under the Crow's Nest Pass rates. 
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During the enactment of the National Transportation 
Act, both provincial Beene ane pressure groups from 
Western Canada prepared extensive documentation outlining 
their views on every aspect of the legislation. A review 
of the proceedings of the two Parliamentary Committees that 
examined the bill in 1965 and 1966 revealed that it was the 
provincial governments and the pressure groups from Western 
Canada that presented the most comprehensive and detailed 
submissions. In addition, the provincial governments assisted 
the Members of Parliament from the West during the debate in 
the House of Commons in December 1966 and January 1967 by 
providing the Members with the necessary documentation to 
‘argue the West's case. Thus, “it isevident that the pobiti-— 
cal actors from Western Canada have consistently marshalled 
all available resources to prepare the necessary documenta- 


tion to support their views. 


3- Summary 

Mr. A. V. Mauro, legal counsel for the Manitoba 
Government during the enactment of the National Transporta- 
tion Act, observed that Western Canadian politicians have, 
over the years, enjoyed considerable success in having 
their policy Piecceats accepted by the federal government. 
In his view, Western Canadian politicians have been more 
successful in influencing the content of federal transporta- 
tion policy than the provisions of federal legislation 


enacted in any other policy area within federal jurisdiction. 
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This assessment of the effectiveness of political actors ‘of 
Western Canada would appear to Bh slightly exaggerated. 
While Wester Canada has Successfully urged the federal 
government to undertake a major review of transportation 
policy on at least three occasions and has successfully per- 
suaded the federal government to enact specific amendments 


to the Railway Act, the political actors from the West have 





been less successful in having their views accommodated in 
the administrative rules, regulations and decisions issued 
by the various federal regulatory agencies. 

During the period from 1959 to 1968, only a limited 
number of Western Canadian policy proposals were accommodated 
“by the federal government. The vast majority of the pro- 
posals advanced by Western Canadians during the hearings 
of the Royal Commission in 1959 with regard to freight rates 
were ignored by the Commissioners. In addition, the 
political actors from Western Canada enjoyed very limited 
success in their attempts to influence the provisions of 
the National Transportation Act. Thus, one is forced to 
conclude that, while it was the representations of Western 
Canadian politicians that led the federal government to 
undertake major reviews of transportation policy on several 
Feces im Western Caneel ariel eel have had only a 
limited number of their specific policy proposals accepted 
by the federal government. 


- Beginning with the discussions with federal officials 


with regard to the provisions of the National Transportation 
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Act during the period from 1962 to 1966 and with the Federal- 
Provincial Constitutional Gomfercages of 1968 and 1969, the 
three Prairie Provinces revised their Strategy and began to 
raise the issue of freight rates as a Subject of discussion 
at the political level. The factors that resulted in this 
change in strategy have been referred to Hey SS chapters, 
In summary, provincial officials came to realize that the 
strategy of consulting indirectly with the federal govern- 
ment through the Board of Transport Commissioners and through 
the hearings held by Royal Commissions had proven to be in- 
adequate and that direct consultations between the two 
levels of government at the official and the political level 
was a more effective vehicle for Western Canadians to convey 
their views to the federal government. As a result, a 

series of meetings between the provinces and the federal 
government were convened in 1970 and 1971 to discuss the igs- 
sue of freight rates. Increasingly, Western Canadian 
politicians and officials have come to realize that direct 
consultation with federal officials is the most effective 
channel of communication for conveying their views to the 
federal government. Political tactics of Members of Parlia- 
ment in the House of Commons and representations before 
Royal Commissions and the Canadian Transport Commission are 
no longer recognized as being as effective a channel of 
communication for conveying Western Canadian views on the 


subject of freight rates as they have been in the past. 
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In conclusion, it is evident that the political 
actors in Western Canada have utilized different channels 
of communication to convey their views to the federal 
government with varying degrees of success. Furthermore, 
certain channels of communication have been utilized more 
frequently on different occasions over the past one hundred 
years. Finally, Western Canadian politicians have demon- 
strated their willingness and their ability to revise their 
strategy to meet changing circumstances and conditions. 

B. Transportation Policy and Western 
Canadian Alienation 

Transportation policy, and the issue of freight 
rates in particular, has been referred to by many authors 
writing on Western Canadian politics as an important economic 
dimension of the phenomenon known as Western Canadian 
Alienation. Furthermore, a feeling of political impotence 
on the part of Western Canadians has been characterized ag 
being a recurring political dimension of this phenomenon. 
It is interesting to speculate as to the relationship between 
a feeling of political alienation among elite groups in 
Western Canada and the extent to which Western Canadian 
policy inputs have been incorporated into federal trans- 
portation policy. 

Despite the efforts of Western Canada to have its 
views accommodated by the federal government, Western 
Canadian policy inputs designed to alleviate long-standing 


grievances with regard to transportation policy have been 
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largely ignored by the federal government. As a result, 
Western Canada continues to exert pressure on the Bian 
government to correct these grievances. In the past, the 
federal response to these demands was the establishment of 
Royal Commissions to examine these grievances or the enact- 
ment of minor revisions to the Railway Act. Western 
Canadian demands have not been accommodated by these actions 
on the part of the federal government and a feeling of 
alienation among Sands tana Western Canada has become 
increasingly prevalent during the 1960's. 

For example, provincial politicians indicated on 
frequent occasions in the 1960's that one of their major 
‘grievances was the failure on the part of federal officials 
to consult with the provinces prior to the enactment of 
Pe seer Aietion: In addition, the allegation was made 
that the federal government did not consider Western 
Canadian views prior to the implementation of federal policy. 
This concern on the part of provincial politicians and 
pressure groups has not been confined exclusively to trans- 
portation policy but has been extended to include monetary 
andeiascal policy, tariff policy, and, resourcesdevsiopment. 
In a series of interviews in Western Canada with government 
officials and representatives of pressure groups, the view 
was Fee iy on numerous Scene ioms that the events sur- 
rounding the enactment of the National Transportation Act 
characterize the decision-making process in other policy 


areas within federal jurisdiction. Thus, it would appear 
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that the events surrounding the enactment of the National 
Transportation Act and, in particular, the phate on the 
part of the federal government to consult with the provinces 
prior to the introduction of the legislation, was a con- 
tributing factor to the feeling of alienation that has been 
articulated by the political actors of Western Canada auring 
the 1960's. 


Ce. Consultations between Federal 
and Provincial Governments 





A review of the events surrounding the enactment of 
pre sNatlonal Transportation Act of 1967)has. Led tol some+im- 
portant insights into the decision-making process within the 
‘Canadian federal systems The case study has illustrated that 
the consultative procedures and the channels of communica- 
tion utilized by the federal government in their dealings 
Wine wie provinces’ in areas of federal ‘jurisdiction™-do- in 
fact differ from the channels of communication and the con- 
sultative procedures employed by the federal government in 
areas of provincial jurisdiction. The consultations between 
the two levels of government during the enactment of the 
legislation indicated that the federal government solicited 
the views of the provinces indirectly and that direct con- 
sultations between federal and provincial politicians and 
officials ae so general in nature that the provincial 
governments were uncertain as to the precise NAwGOC es Or) vile 


federal proposals until the legislation was tabled in the 
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House of Commons. In short, the provinces were placed in 
a defensive position and attempted to react to federal 
“proposals that had been approved by the Cabinet. Increas- 
pMmoLy, Otriod als. in. the Governments of Manitoba, Alberta, 
and Saskatchewan came to accept the view that, if Western 
Canada is to have an input into federal policies that are 
of concern to Western Canada, specialized channels of com- 
munication must be established to permit the input of 
regional views prior to the finalization: of policy by the 
Cabinet. 

The study of the National Transportation Act also 
revealed that provinces do not receive equal treatment from 
the federal government during the consultations between the 
two levels of government. Variables such as the working 
relationships that develop between federal and prompt 
officials ae the perceptions that federal and provincial 
G@Erieiais have :of their.counterparts,;,thespolitical affilia- 
tion of the governmental parties at the federal and provincial 
level, and the bargaining techniques employed by the two 
levels of government influence the nature and extent of 
consultations between the two levels of government. While 
these variables were important in the decision-making 
See during» the enactment of the Netdicuissies Tevet erm 
Act, no attempt has been made to suggest that these variables 
are of central importance in every policy area nor under 
all circumstances. Future studies in other policy areas 


will reveal the extent to which the decision-making process 
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and the consultative procedures outlined in this disserta- 
tion are characteristic of the decision-making process in 
the Canadian federal system. 

With the change in strategy on the part of the 

provincial governments in their dealings with the federal 
government since 1968, provincial officials and politicians 
have come to realize that the most effective channel of 
communication to convey the views of eee Canada to the 
federal government is direct consultation with federal of- 
ficials prior to the approval of the legislation by ee 
Cabinet. Provincial officials involved in transportation 
policy have expressed the view that, if there is to be 
regularized consultation between the two levels of govern- 
ment in the field of transportation policy and a greater 
input of regional and provincial views into the formulation 
of federal policy, specialized structures must be developed. 
While the discussions between the provinces and the federal 
government have been very tentative in nature, many of the 
officials in the three Prairie Provinces have indicated that 
the development of such a structure should be the long-term 
objective of the current federal-provincial discussions. 
An organization patterned along the lines of the Council of 
Resource Ministers would provide a forum for repeebentatives 
from both eee pou arad and provincial governments to exchange 
views and to discuss proposed federal policy initiatives: 


Another alternative would be to have meetings between 
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regional councils, such as the Prairie Economic couneil, 
and Ottawa. Such regularized ono ee would permit the 
provinces to influence federal policy prior to its approval 
by Cabinet and could permit the federal government to take 
regional demands and concerns into account in the formula- 
tion of national transportation policy. 

The increasing interest on the part of provincial 
officials in the establishment of eng a structure further 
illustrates their concern that, at the present time, 
existing channels of communication do not permit the regu- 
larized input of regional views into the policy-making 
process. In their view, special structures or channels of 
communication must be established within the federal 
system to accomplish this task. 

D. Co-operative Federalism: 
A New Phase 

A review of the decision-making process surrounding 
the enactment of the National Transportation Act offers some 
insights as to future developments in the nature of the 
decision-making process in policy areas within federal 
jurisdiction. It appears that co-operative federalism is 
entering a new phase that places greater emphasis on the 
consultations between the Exo levels of sovernment in the 
formulation of policy. The nature and the extent of the 
consultations ee a the two levels of government DELOLE LO 
the finalization of policy that characterizes the new phase 


of co-operative federalism moves far beyond the consultations 
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envisaged by K.-C, Wheare and A. H. Birch in their writings 
on co-operative federalism. ees the co-operative 
federalism of the 1970's can be distinguished qualitatively 
from the concept of co-operative federalism that developed 
during the 1950's and 1960's. A second feature of the new 
co-operative federalism is a growing recognition by both 
federal and provincial officials of the existence of distinct 
regional entities within the Canadian federal system. 

In the future, the provinces will probably demand 
that they be consulted by the federal government prior to 
the development and finalization of policies in areas that, 
under the constitution, are within federal jurisdiction but 
“which they perceive to be of vital interest to them. While 
the federal government has engaged in limited consultations 
with the provincial governments in these policy areas in the 
past, it has been on a completely ad hoc, informal basis. 
However, they have not been elevated to the position that 
policy discussions on matters traditionally falling under 
provincial jurisdiction have . been. 

The demands of the Western Canadian provinces for 
such consultation in the development of transportation 
policy have been referred to earl ver st our additional 
examples serve to further illustrate the position of the 
provinces on this particular issue. During the 1960's, the 
Government of Quebec has consistently argued that it should 
be given the opportunity to participate at the international 


level in policy areas within provincial jurisdiction. At 
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the Federal-Provincial Conference held in Ottawa in November 
1971 to discuss the issue of ten Dae the Government 

of Ontario proposed the establishment of a continuing 
federal-provincial committee at the Prime Ministerial level 
to develop and coordinate economic policy for the entire 


° 


nation. tmplaciiain Ontario's proposal was the suggestion 
that, since both the federal and provincial governments in- 
fluence the economy, they should develop their polides 
together. In other words, the sipremacy of Ottawa in this 
area was questioned. While the federal government Perea 
that the development of economic policy for the entire 
nation was the responsibility of both the federal and pro- 
vincial governments and their respective legislatures and 
not the function of a federal-provincial committee, both the 
i ee and the Minister of Finance, Mr. Benson, 
recognized the need for greater consultation between the two 
levels of government in the formulation and development of 
economic policy. 

A third example that. illustrates the growing demand 
among the provincial governments for greater consultation 
are the proposals of the Ontario Government that they be 
represented in any discussions between officials of the 
Government.of Canada and the Government of the United States 
on edn oro the Canada-United States Auto Pact, and on 
any proposed revisions in general trading agreements with 


the United See The demand of the Ontario Government 
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was rejected by the federal government on the grounds that 
international trade and the negotiation of trade pacts 
were the exclusive responsibility of the federal government. 
In the Speech from the Throne opening the Second Session of 
the Twenty-Ninth Legislature, the Government of Ontario re- 
iterated its demands for greater consultation with the 
federal government prior to the introduction of federal 
legislation in policy areas such as agriculture, energy, and 
urban affairs. The following quotation illustrates the 
growing demand by the Ontario Government for greater 
consultation: 

‘Ontario intends to make strong representations to 

the federal Government, emphasizing the need for 

pul liprovinesel consultation and partieipation in 

formulating national policies of vital concern to 

the provinces, including future considerations of 

national policy relating to agriculture, communi- 

cations, energy, foreign investment, international 

peade and urban-affaire, with part,cular emphasis 

on urban renewal and housing", .., 

The Government of Alberta on several occasions in 
the 1960's has demanded that the federal government consult 
with them in the development of a national energy policy. 
Premier Strom reiterated this demand at the Constitutional 
Conferences held in 1969 and on each occasion the federal 
government gave a general assurance that the interests of 
Alberta would be considered by the federal government in the 

8 | fee 
formulation of policy. With the change of government in 
Alberta in August 1971, the Conservative Government continued 


to pursue this issue with federal officials. Premier 


Lougheed indicated on several occasions that his government 
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was considering the possibility of establishing an office 
in Washington, D.C. to act ag a “listening poet aoe the 
Alberta Government in policy areas that involve the in- 
terests of Wiper tae im addition wane Alberta Government 
requested that their representative be present at discus- 
sions involving the development of a national energy Balas 
for Canada. 
The initial response of the federal government to 
the proposal was negative. Speaking in the House of Com- 
mons on November 8, 1971, the Honourable Mitchell Sharp 
indicated that the formulation of energy policy was within 
Pecerakejurisdictionsunder the Constitution and did not 
“involve the ese However, after further negotiations, 
the Alberta Government announced on January 27, 1972 that 
an agreement in principle had been reached with the federal 
government that would assure that in the future the Alberta 
Government would be consulted with regard to all energy 
matters prior to the formulation of federal policy.+t 
While the exact nature of the representation from the Al- 
berta Government and the precise nature of the committee 
that would be established were not revealed, the Honourable 
Donald Getty, Minister of Inter-Governmental Affairs for 
the Alberta Government, was reported as having said that: 
Prime Minister Trudeau has given the Alberta 


Government a guarantee of prior consultation 
in changes in national energy policy.13 
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While the commitment of the federal government to 
prior consultations is somewhat vague, the tone of the 
Alberta announcement was ‘very optimistic with regard to the 
nature and the extent of future consultations with the 
federal government. It is important to note, however, that 
the federal government has given similar assurances to the 
provinces on several occasions in the past. Furthermore, if 
the consultative procedures employed by the federal govern- 
ment.during the enactment of the National Transportation Act 
are characteristic of the federal government's current at- 
titude with regard to consultations, it would appear that 
the Alberta Government will not have gained any real con- 
‘cessions from the federal government. 

It is. impossible to conclude on the basis of the 
agreement reached with the Government of Alberta that the 
federal government is prepared to engage in consultations 
With the provinces ona regularized basis prior to the 
finalization of federal policy. The agreement as announced 
in the press was very vague and only commits the federal 
government to consult with the provinces during the develop- 
ment of energy policy. The nature of consultations, and 
the timing of the consultations, were not revealed. However, 
it is ieteieiee ls to speculate that the federal governnent, 
faced with an ever-increasing demand on the part of the 
provinces for such consultation, will be forced to move in 
this general direction. If the federal government continues 


to request more consultation with the provincial governments 
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with regard to the imposition of cost controls on many ex- 
pensive shared-cost programmes, such as post-secondary 
education, medicare and hospitalization, the federal govern- 
ment may have to be prepared to engage in ie Hee ee with 
the provincial governments in areas of federal jurisdiction 
if any agreement is to be reached in areas of provincial 
faresdictronae: Inmeshort, «if agreements important to the 
fulfillment of the policies of the federal government are to 
be concluded in areas of provincial jurisdiction, the 
federal government will, in all probability, at the same 
time be forced to engage in consultations with the provincial 
governments in areas of federal jurisdiction. What is being 
“recognized is the interdependence of governments -- the 

idea of exclusive jurisdiction is being eroded. | 

If this concept of co-operative federalism is to 
function effectively, there must be a willingness on the 
part of the provincial governments to engage in consultations 
with the federal government on ne mice issues that are within 
provincial jurisdiction. To date, there is little evidence 
to suggest that the provincial governments are prepared to 
engage in such consultations. 

A second characteristic of the new co-operative 
federalism is a growing recognition by both the federal and 
provincial zovernnents of the existence of distinctive | 
regional identities within the Canadian federal system. 
Increasingly, eudeal eprogimetebeamedeseacr may be character- 


ized by bargaining between the federal government and the 
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various regional entities. Several recent events indicate 
Such a development. For example, the federal government 

has recognized the existence of regional entities by estab- 
lishing the Department of Regional Economic Expansion. 

In addition, tine proposed amending formula for the British 
North America Act and the - constitutional restriction 
on the federal spending power recognized the existence of 
distinctive regional entities within Canada. The federal 
government's proposed reform of the Senate envisaged the 
continued existence of regional representation. Current 
negotiations between the provinces and the federal govern- 
ment in policy areas such as transportation and pollution 
Suggest that discussions in these areas will, in the future, 
be dominated by attempts to develop a policy that is ac- 
ceptable to the region as a whole rather than to each 
particular peer ik. 

Recent developments also suggest that some of the 
provinces are coming ponedeee a Similar view. Increasingly, 
there is a srowing recognition by the provincial governments 
in Western Canada that they must develop a common and uni- 
fied policy in dealing with the federal government. The 
attempts on the part of the three provincial governments in 
western Canada to develop a common regional policy in its 
dealings with the federal government was largely In response 
to the limited success of the political actors from Western 


Canada in having their views accommodated in the provisions 


of the National Transportation Act. In retrospect, the 
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events surrounding the enactment of the National Transporta- 
tion Act may have been a watershed in the strategy employed 
by the three Prairie Provinces in their dealings with the 
federal government. 

Recent statements by the Premiers of the three 
Prairie Provinces suggest that the Prairie Economic Council 
will become an increasingly more important mechanism for 
developing a united Western Canadian position on various 
sees At the present time, the Prairie Provinces are 
attempting to develop a common policy in the area of trans- 
mOritation.-.1n.1970, they developed a common regional 
policy with regard to federal legislation establishing 
“national marketing boards and the proposed federal stabiliza- 
tion fund for the Western farmer. The Maritime Provinces 
are attempting to develop a common policy with regard to 
regional disparities. 

While there is much evidence to support the view 
.that federal-provincial ata wae in tne ature wi Liabe 
dominated by discussions between the federal government and 
various regions within the federal Herc ifsis important 
to note that the development of a regional policy may be 
extremely difficult. Provincial governments within a par- 
ticular ean with differing aie wel affiliations: andthe 
existence of problems peculiar to only one province inhibit 
the development of a regional policy position. Premier 


Lougheed acknowledged the existence of such problems when 
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he commented on the attempts of the three Prairie Provinces 
to develop a common policy on the issue of transportation. 
He noted that in many areas the Prairie Provinces are in 
agreement. However, he acknowledged that each province 


- « « will also have to make its own agreement on special 


i! 
ult nis 


circumstances affecting individual provinces. . 
statement would seem to summarize the dilemma faced by the 
provinees in developing a common regional policy in their 
dealings with the federal government where collective action 
is thought necessary. The provinces will move in this 
direction if it appears that it will strengthen their bar- 
gaining position with Ottawa. 

Co-operative federalism is entering a new phase 
that places greater emphasis on the importance of consulta- 
tions between the two levels of government in areas of both 
provincial and federal jurisdiction. Although the provinces 
may be reluctant to consult with the federal government 
before initiating policies in areas of provincial juris- 
diction, they may be forced to engage in such consultations 
if they expect the federal government to consult with them 
in areas of federal jurisdiction. With the ever-increasing 
interdependence between the governments in the federal system, 
specialized structures will be developed to permit the in- 
put of both ea and regional views into the policy- 


making process at the federal level. Traditional channels 


of communication, such as the Member of Parliament, 
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Parliamentary Committee hearings and Royal Commissions, do 
not permit the injection of mo puret ey views to the extent 
desired by the provinces. In the past, consultations be- 
tween the provincial and federal governments have proven to 
be inadequate because of their non-structured nature. In 
the future, it would appear that the provinces will press 
for more frequent discussions with Ottawa in areas of federal 
yurisdietion. These discussions may be characterized by 
federal-provincial conferences of first ministers, by 
Specialized conferences such as those currently held pe tween 
the Ministers of Finance (Tax Structure Committee), or by a 
series of bi-lateral discussions such as were held before 
“the Victoria Constitutional Conference in June 1971. A 
final alternative may be the emergence of bi-lateral dis- 
greene with regional groupings of provinces where common 


policy positions may be developed. 
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FOOTNOTES 


1 - : : 
For a discussion of this point, see Chapters I to V 
of the dissertation. 


emhe conclusions outlined in this chapter are sup- 
ported by information obtained in a series of interviews 
conducted from May 1971 to September 1971 with officials 
of the Governments of Manitoba, Saskatchewan, and Alberta, 
as well as with officials of the Canadiam Transport Com- 
mission. /§ In) addition,, interviews were conducted with 
representatives from the pressure groups that participated 
in the events surrounding the enactment of the National 


Praveporteation Act.. The following is a List of the in-— 
dividuals interviewed: 


Dr. A. Platt, Research Director, UFA Co-op. 

Mr. O. Broughton, Secretary, Alberta Wheat .Pool. 

Mr. Ivan Radke, Traffic Supervisor, United Grain 
Growers. 

Mr. D. Wood, Western Co-op Fertilizers Ltd.. 
j Mr. G. W. Barnes, Managing Director, Coal Operators’ 
Association of Western Canada. 

Mr. R. Boulware, Calgary Transportation Authority. 

Mc. BE. H. haborda, Calgary Transportation Authority. 

Mr. G. Littke, CanCrude Consultants Ltd.. 

Mr. C. R. Compston, Canadian Manufacturer's 
Association. 

Mr. Owen Anderson, Executive Assistant to the 
Honourable H. EH. Strom. 

Mr. W. D. Kennedy, Edmonton Chamber of Commerce. 

Mee Ha Harries, M.P.. 

Mr. Charles Dolan, Constitutional Advisor to the 
Government of Alberta. 

Mr. J. W. Telford, Manager, Alberta Freight Rate 
Bureau. 

Honourable E. C. Manning. 

New eHOrner, Nera. 

Nr. E, M. Jones, Traffic, Manager, Province, of 
Saskatchewan. 

Mr. K. Setter, Economist, Government of Saskatchewan. 

Mr. R. H,. Phillips, Research Director, Saskatchewan 
Wheat Pool. 

Nes Foe: Hamilton, Manitoba Wheat Pool. 

Dr. F. Anderson, University of Saskatchewan peste le 

Mr. J. Schaefer, Economic and Transportation Research, 
Government of Manitoba. 

Mr. V. Stechishin, Canada Transportation Services. 

Mr. R. A. Wallace, Secretary, Cabinet Committee on 
Planning and Priorities, Government of aes Nae 
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Honourable J. W. Pickersgill, President, Canadian 
Transport Commission. : \ 

Mr. D. Jones, Chairman, Railway Transport Committee, 
Canadian Transport Commission. 

Mr. R. Cope, Vice-President, Canadian Transport 
Commission. 

Mr. H. Arbique, Secretary, Canadian. Transport 
Commission. | 

Needs Healey. Director of Tratficy Canadian Transport 
Commission. 

Mr. M. Burwash, Director of Economics, Canadian 
Transport Comnission. 

Mee Gordon Blair, M.Pe: 

Mr. d, J. Frawley, Q.C.,: Counsel. for the Alberta 
Government. 

Mr. F. Lemieux, Counsel for the Saskatchewan 
Government. . 

Mr. A. V. Mauro, Former Counsel for the Manitoba 
Government. ay 


Zinterview with Mr. A. V. Mauro. 
“this point has been discussed in detail in Chapter 
ADEE 


Por details of the conference, see the Globe and 


Mail and the Toronto Star of November 17, 18, and 19 1971. 
The proposal of the Ontario Government and federal reaction 
to the proposal were outlined in these reports. 


ST OTcrit Star, November 23, 19/71. 


Werobe and Mail, March 1, 1972. 


Ssee the opening statement of the Premier of Alberta 
to the Constitutional Conference of February 1969. 


Snor details of the Alberta proposal, see the Globe 
and Mail of November 16, and 27, 1971, and January 27, 1972. 





10u,nada, Parliament, Parliamentary Debates (House of 
Commons), 3rd Session, 28th Parliament, CLOT I Vio legis 


Noaw2c0 7, oD. 9406-9407. 


I1g1obe and Mail, January 27, 1972. 
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Taylor, K. W. "Co-ordination in Administration," 
mmocecdings of the Ninth Annual Conference, 1957. 
Toronto: Institute of Public Administration of 
Canada, Ue by an 





Thompson, W. E. and Horton, I. E. "Political Alienation 
as_a Force in Political Action," Social Forces, 
Voy 297" (Oetober, 21959 to May, 1960). 

Peeernill, fF. H. "Canadian liberal Democ racys iio 5 5, tar 
Ga VY. Ferguson and F. H. Underhill. Prese and 


Party in Canada. Toronto: University of Toronto 
Press, 1955. 


Wade, Mason, (ed.) Regionalism in the Canadian Community. 


Toronto: University of Toronto Press, 1969. 


Wheare, K. C. Federal Government. Toronto: Oxford 
University Press, 1946. 


II. CANADIAN GOVERNMENT DOCUMENTS 


Ae op be bites 


The Railway Act, 1868, 31 Vic. 

The Railway Act, 1883, 46 Vic. 

The Ravlway Act, 1888, 51 Vic. 

Statutes of Canada, 1897, 60-61 Vic., ch. 5. 
mnesRatiway Act, 1903, 3 Ed. -VIl. 

The Railway Act, 1919, 9-10 Geo. V. 

The Railway Act, 1922, 12-13 Geo. V. 

The Railway Act, 1925, 15-16 Geo. V. 

The Railway Act, 1951, 15-16 Geo. VI. 

The Railway Act, 1952, 15-16 Geo. Vile 


The Transport Act, 1955, 3-4 Eliz. II. 


Pes? 5 ) 











faa ee oa 


| eet sib RA 
. 7 Kol Ate 
cy Orton bts. Tia W ake 
yf wif Lio, af esto Avars 
salt Tt .4 dot a0} Of ies th 


*T wahbat23” — 2 in if 
yr i 4 fie petueetr sta 


ha Olea | 


‘ 
' a7 7 
ii? 2 iit, 1 
- a . a 4 
ee va @ 
: i. - ' ’ 
Deets < eee = 
Sil vs x as 
fri Qe 5 
+ ¥ 4 
= 
: 
- . 
a Tye 
. ‘= 
a en 
re . = 
“> 


: LV en ay 3} <i s 
EV ER (BBO: Gok 
o@ ‘ ba X NOEs F 


a Git ere, 
ee © g0¢ 


ea get 


704 


PiewNatlonabi@ransportation Act, 1967. 14<15<16 Eliz. Il. 


B. Parliamentary Debates 
1. Senate 


Canada. Parliament. senate. Official Report of Debates, 
Metescesion,. 13th Parliamenu, vol. b, 2OLO. 








. Official Report of Debates, Ist Session, 
27th Parliament, Vol. Il, 1966-67. 





2. House of Commons 


Canada. Parliament. House of Commons. Official Report 
of Debates, 2nd Session, 8th Parliament, Vol. II, 
PSSz. &. 


. Official Report of Debates, Grd Session, 
Oth Parliament, Vol. J, 1903. 


. Official Report of Debates, 2nd Session, 
Metre Paritament, Vols. ~ and Jil, 1919. 





. Official Report of Debates, Ist Session, 
Sen Parliament, Woe dae: ES dike y anivel bit. LOZ. 


, o0fficial Report of Debates, znd Session, 
Pith Parliament, Vols. I - IV, 1922-23. 


Opt ioiad ie of Debates, 3rd Session, 
Tith Parliament, Vol. 1, 1924. 





. Official Report of Debates, 4th Session, 
hth Parliament, Vols. Ill and V, 1925. 


. Official Report of Debates, Ist Session, 
15th Parliament, Vols is and wl bee 2o. 


‘ official Report of Debates, lst Session, 
16th Parliament, Vol. I, 1926-27. 


. Official Report of Debates, 4th Session, 
20th Parliament, Vol. III, 1948. 


amOLticval ee of Debates. 5th. Session, 
“21st Parliament, Vol. LO 5% 
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Canada. Parliament. House of Commons. Official Report 
PEpobatss, end Session, 24th Parliament, Vol. Ill, 


__» Official Report of Debates, 4th Session, 
24th Parliament, Vol. iy, HL ICOsemm 


re ee 





- Official Report of Debates, Ist Session, 
Coo rartiament Vol. Ppelo62-63! 


, Official Report of Debates, 2nd Session, 
26th Parliament, Vols. Lil and VII, 1964-65. 


. Official Report of Debates,-lst Session, 
Pacvmeaglieanent, Vode lllyevo66-67. 


-/, OPfichal Report fof Debates ,-3rd' Session, 
Zo cnepant lament Vol omivsy No 2:207, shove 





C. Committee Proceedings 
ie pehave! 


Canada. Parliament. Senate Standing Committee on 
Transport and Communications. Minutes of Proceedings 
ang EVicence, Ist. Session, 27th Parliament, Number 


meperio66=67) : 


2. House of Commons 


Canada. Parliament. House of Commons Standing Committee 
on Railways, Canals and Telegraph Lines. Minutes 
of Proceedings and Evidence, Number 1, April 14, 
BD? 


. Minutes of Proceedings and Evidence, 2nd 
Session, 26th Parliament, Numbers 12 to 19, 


(1964-65). 


Canada. Parliament. House of Commons Standing Committee. 
on Transport and Communications. Minutes of 
Proceedings and Evidence, Ist Session, 27th 
Parliament, Numbers 23 to 44, (1966). 
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Board of Railway Commissioners. Judgments, Orders, Rules 











and Regulations of the Board of Railway Commissioners 
Vol. VIII. Ottawa: sr, 1918 





Canadian Transport Commission. General Orders, 1967, No. 


1. Ottawa: Queen's Printer, 1967. 


- wecond Annual Report of the Canadian Transport 


Commission. Ottawa: Queen's Printer, 1968. 


. Dhird Annual Report of the Canadian Transport 
Commission. Ottawa: Queen's Printer, 1969. 














. wdudgments, Orders, Regulations and Rulings 
Pamphlet No. 15, August 1969. ee eee 


feeinkthe Mattercotathe Applicationvoferne 
Prince Albert Pulp Company Limited pursuant to 


Section 16 of the National Transportation Act for 
leave to appeal the acts, omissions and/or rates 
of the named respondents, April 1970. 














. Intervention of the Government of Saskatchewan 
in the Matter of the Application of the Prince 


Albert Pulp Company Limited, August 1970. — 








: Intervention by the Province of Alberta in 
the Matter-of the Application of the Prince 
Albert Pulp Company Limited, October 1, 1970. 


. Proceedings and Evidence in the Matter of 
the Application of the Saskatchewan Wheat Pool, 
Agra Industries Limited, Co-op Vegetable Oils 
Limited and the Western Canadian Seed Processors 
Limited pursuant to Section léeof shel National 
Transportation Act, April 29 and 30, 1971, Winnipeg, 
Manitoba. Vancouver: All West/Bemister Reporting 
Limited. 


. In the Matter of the Application dated 
October 14, 1970 of the Saskatchewan Wheat Pool, 


Agra Industries Limited, Co-op Vegetable Oils 
Timited and the Western Canadian Seed Processors 


Limited pursuant to Section 23 of the National 


Transportation Act for leave to appeal the acts, 
omissions or rates of the named respondents, 


LOAL. 
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Economic Council of Canada Fifth Annual Report Ott 
: nual Re : awa: 
Queen's Printer, 1968. i 


E. Royal Commissions 








Royal Commission on Dominion-Provincial Relations. Report 
of the Royal Commission on Dominion-Provincial mie 


oe er ee 


Relations. Ottawa: King's Printer, 1939. 











Royal Commission on Transportation. hepor of the Royal 
- Commission on Transportation, 1948. Ottawa: 
King's Printer, LO5d 





Royal Commission on Agreed Charges. Report of the Royal 


Commission on Agreed Charges. Ottawa: Queen's 
Printer, 91955. 


Royal Commission on Transportation. Report of the Royal 
poMmmacavon on Transportation, 1959, Vols. Deand il. 
Otlaveneeeouec! oc. Printer, sl 0 Ol: 


F. Federal-Provincial Conferences 


Canada. Dominion-Provincial and Inter-Provincial Con- 


a 


ferences from 1887 to 1926. Ottawa: King's 
Proncer, 19545 


Dominion-Provincial Conference, 1945 - 
Dominion and Provincial Submissions and Plenary 





Conference Discussions. Ottawa: King's Printer, 
1946. 


— Dominion—-Provineial Conference, 1957 - 
Dominion and Provincial Submissions and Plenary 


Conference Discussions. Ottawa: Queen's Printer, 
1958. 


; Federal-Provincial Conference, July 196 
Proceedings. Ottawa: Queen's Printer, 1965. 


». Federal Speoeseas Conference, October 


1966, Proceedings. Ottawa: Queen's Printer, 
. Constitutional Conference, February 1969, 
Proceedings. Ottawa: Queens Printer,;! 1909. 


. Gonstitutional Conference, December 1969, 
Unrevised Proceedings. Ottawa: Queen's Printer, 


1969. 
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Canada. Constitutional Conference, December 1969, 


Se mn 


Peocecdings. Ottawa: Gueen's. Printer, 1969. 


G. Other Documents 


Institute of Intergovernmental Relations. The Report 
of the Institute of Intergovernmental | Relations 
of a of Queen's | iS University on Intergoyv ecnmental - Liaison 
on Fiscal and Economic Moers. Ottawa: Queen's 
Prenter 21969. 





Trudeau, P. BE, fFederal-Provincial Grants and the Spending 
Power of Parliament. - Ottawa: Queen's ‘s Printer, 


1969. 


H.-. Court Decisions 
Canadas Supreme Court of Canada Reports, 1925. 


Bent acCanaciean Raiiway Caseas:) Vole wl, 2oymco, 
Jae 20 , 630 ftartt<62-73. 


ome ouprened Courtsot Canada pul let gst o7 0-71. 


III. PROVINCIAL GOVERNMENT DOCUMENTS 
hoe sce tes 


Le saskatchewan 


An Act to Amend the Mineral Taxation Act, 1970, 29 Eliz. 
ict ay: 


B. Other Documents 


bee AL bere ia 


Alberta. The Case for Alberta. Edmonton: King's 
Printer, 1939. 


eh Position Paper on Intergovernmental 


Tiaison. Edmonton: Queen's Printer, June 1970. 
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2.. Manitoba 


Affecting Manitoba, May 1971. 


3. Saskatchewan 


saskatchewan. Detail of Preliminary Statement by the 
Government of Saskatchewan on Freight Rates i 
Affecting Saskatchewan, January 1971. 


IV. BRIEFS TO ROYAL COMMISSIONS 


A. Royal Commission on Dominion- 


ee. 


Provincial Relations 


Canada. - Submissions to the Roval Commission on Dominion=- 
Proeincral Relations. = Ottawa: King’s Printer, 


ERG 


Henry, R. A. C. and Associates. Railway Freight Rates 
eivecenaoar’ A Study.Prepared for the Royal 
Commission on Dominion-Provincial Relations. 
GOGuave 1}. Kk ine Ss Pronter, 61.959, 


B. Royal Commission on Transportation, 
Laas 7 
1. Provincial Governments 


Alberta. Royal Commission on Transportation, Submission 
by the Province of Alberta on Long and Short Haul 
Discrimination. Edmonton: Queen’s Printer, 1960. 
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of Limitation of Long and Short Haul Discrimination 
on the Inter-Mountain Region of the United States. 
Edmonton: Queen's Printer, 1960. 


. Royal Commission on Transportation: 
Transvortation and the Economy of Alberta with 


particular reference to Freight Rate Relationships. 


Edmonton: Queen's Printer, 1960. 
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Manitoba. Submission mn by the Hon. Dur PCRepL ines Premier, 
At the Regional H Hearings of the Royal Commission 
on Trans Sportation on yn Behalf o of the Government ibs. 0 0 


Manitoba. Winnipeg: Queen's s Printer, 1960. 





saskatchewan. Submission of the Provinee of Saskatchewan 
to the Royal __ Commission. on Transportation. Regina: 
Queen's Printer, 1961. 


2. Railways 

Canadian National Railways. Memorandum Regarding the 
Crow's Nest Pass Rates and proposed amendments 
to rates to assist the railways in their carry- 
ing oof export grain, November 18, 1959. 


+ submission to the Royal Commission: 
summation and Argument, February 6, 1961. 


Canadian Pacific Railway. Memorandum Regarding the 
Crow's Nest Pass Rates and proposed amendments to 
rates to assist the railways in their carrying 
of export grain, November, 1959. 


: Submission to the Royal Commission; 
Summation and Argument, February 10, 1961. 


Beuy Otner Briefs 

The text of the following briefs can be found in: Royal 
Commission on Transportation. Proceedings and 
Evidence, Volume I. Ottawa: Queen's Printer, 1961. 


The Alberta Wheat Pool. 


The Alberta Wheat Pool, Manitoba Pool Elevators, 
Saskatchewan Wheat Pool and United Grain Growers. 


The Brandon Chamber of Commerce and City of Brandon. 
The Canadian Co-operative Implements Limited. 
Canadian Federation of Agriculture. 

The Canadian Industrial Traffic League. 


The Canadian Manufacturer's Association. 
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Douglas, T. C. Statement to the Royal Commission on 
Transportation, February 12, 1960. 


Edmonton Chamber of Commerce. 

The Farmers’ Union of Alberta. 

Great West Coal Company Limited, Old Mac Coal Limited, 
“Western Dominion Coal Mines Limited and Manitoba 
and Saskatchewan Coal Company (Limited). 

Hudson Bay Route Association. 

Lethbridge Chamber of Commerce. 

The Manitoba Beet Growers Association Incorporated. 

Manitoba Farmers' UniLon,. 

Manitoba Federation of Agriculture. 

Manitoba Pool Elevators. 


Manning. E. C. Statement to the Royal Commission on 
Transportation, Edmonton, February 16, 1960. 


Regina Chamber of Commerce. 
saskatchewan Farmers’ Union. 


Saskatchewan Forage Crop Growers' Co-op Marketing 
Association Limited. 


ie aaa tchewan Seed Grain Co-operative Limited. 
Saskatchewan Timber Board. 

saskatchewan Wheat Pool. 

The Saskatoon Board of Trade and the City of Saskatoon. 
United Grain ee Limited. 


Joint Submission of Canadian National Railways and of 
Canadian Pacific Railway Company. 


Joint Submission by the Provinces of Manitoba and 
Alberta. 
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A. Briefs Presented to the Parliamentary 


Committee of 1965 idea 


The text of the following briefs can be found in: Canada, 
Parliament. House of Commons Standing Committee on 
Railways, Canals and Telegraph Lines. Minutes of 
Proceedings and Evidence, 2nd Session, 26th Parlia- 
ment, Numbers 12 to 19, 1964-65. 





Board of Rear ort Commissioners for Canada. 
Branch Line Association of Manitoba. 

Canadian Industrial Traffic League. 

Canadian Manufacturer's Association. 

Coal Operators' Reneaiat on of Western Canada. 


Department of Transport. HOf« (3. Ws | Plerersoiids 
Meio cer Of a ranspor t. 


National Farmers' Union. 
North-West Lines Elevators Association. 
Provinces of Manitoba, Alberta and the Maritimes. 


Winnipeg Chamber of Commerce. — 


B. Briefs Presented. to the Parliamentary 
Committee of 1966 


TMhewtextoot the following. briefs*eanabe} found: ins «Canada. 
Parliament. House of Commons Standing Committee on 


Transport and Communications. Minutes of Proceedings 
and Evidence, lst Session, 27th Parliament, Numbers 
23rtoet, 1966. 

Canadian Co-operative Wheat Producers Limited. 

Canadian Industrial Traffic League. 

Canadian Manufacturer's Association. 


Canadian National Railways. 


Canadian Pacific Railway. 
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Coal Operators’ Association of Western Canada. 

Department of Transport. Hon. J. W. Pickersgill, Minister 
of Transport; Mr. J. R. Baldwin, Deputy Minister; 
Mr. R. R. Cope, Director of Railways and Highways 
Branch; and Mr. Jacques Fortier, Legal Counsel. 

Government of Alberta. | 

Government of Manitoba. 

Government of Saskatchewan. 

Manitoba Branch Lines Association. 


Mining Association of Canada. 


Molgat, G. L., representing the Liberal Party of 
Manitoba. 


National Farmers' Union. 


VI. NEWSPAPERS 
A. Articles 


meper,-L. H. -"Uniform Tax System Misses out on Canada's 
Regional Divisions," Globe and Mail, February 26, 


1970. 


x "The Winter of Discontent in the West,” 
Globeland Mail, January 26, 1971. 


Carney, Pat. "Is West Another Quebec?," Winnipeg Free 
Press, July 12, 1969. 


Neaves, Jim. "Alberta Premier States Views on Federal- 
Provincial Policies," London Free Press, December 
A ef Vie 


Newman, Peter. "West's Unease Now a Force," Winnipeg - 
Free Press, January 17, 1970. 


Ward, Norman. "Prairie Separatism's Flat," Winnipeg 
Free Press, June 21, 1968. 


Westell, A. "Western Alienation," Ottawa Citizen, 
September 27, 1969. 
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B. General Review 


it ere 


A general review was conducted of the Calgary Herald, 


the Edmonton Journal, the Regina Leader Post, and 


the Winnipeg Free Press over the following time 
periods: May 13-20, 1959 (Establishment of the 
Royal Commission); April 12 - May 19, 1961 and 
January 23 - February 2, 1962 (Publication of 
Reports of the Royal Commission); September 14- 

17, 1964 (Debate in the House of Commons on Bill 
C-120); February 25 - March 25, 1965 (Parliamentary 
Committee Hearings (1965)); August 29 - September 

8, 1966 (Debate in the House of Commons on Bill 
C-231); October 6 - November 24, 1966 (Parliamentary 
Committee Hearings (1966)); December 20 - January 
30, 1967 (Debate in the Committee of the Whole 
House); January 31 - February 9, 1967 (Debate in 

the Senate and Passage of the Bill). 


VII. UNPUBLISHED MATERIAL 
A. Letters 


Meauetsrrom R, As Crosbie, written to J. R. MeFall, 
pecretary of the Farmers’ Union of Alberta, July 
14, 1959. 


better from R.-E. Barron, Manager of the Transportation 
Department of the Canadian Manufacturer's Associa- 
tion written to C. R. Compston, Alberta Manager 
of the Canadian Manufacturer's Association. June 


ee EH (al - 


Letter from Hon. W. R. Thatcher, Premier of Saskatchewan. 
November 25, 1970. 


Letters from Mr. H. Arbique, Secretary, Canadian Transport 
Commission. April 6, 1971 and May 21, 1971. 


Letter from H. Harries, Member of Parliament. October 


Ly od eat galas 


Letter from F. Lemieux, Counsel to the Government of 
Saskatchewan. November 5, 1971. 


Letter from A. V. Mauro, President of GNC Industries. 
January ll; 1972. 
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Papropeeches 


Preeltins, «R’ "A Decade of Railway Rational ization, " 
speech delivered at the Annual Meetings of “the 
saskatchewan Wheat PoolgeRecinaiwie7 0c 


GC.) interviews 


Anderson, FP. We, Secretary, Royal Commission on Trans- 
portation, Regina, Saskatchewan. September 2, 


OVALE 


Anderson, Owen, Executive Assistant to the Hon. H. EF. 
Strom, Edmonton, Alberta. May 26, 1971. 


Arbique, H., Secretary, Canadian Transport Commission, 
Ottawa, Ontario. September 7 and 9, 1971. 


Harness, Gi iW, Managing Director, Coal Operators’ 
Association of Western Canada, Calgary, Alberta. 
Jone 10, 1971. 


Ehaicys Gordon, MisP.,1 Ottawa; Ontarito.; “September 8, 
L971. 


Boulware, R., Chairman, Calgary Transportation 
AUGROrL Gy, “Calgary y Alberta." June@ il), "1971. 


Broughton, Gu, necretary, Alberta Wheat Pool, Calgary, 
mi berba. ..June opmnoczel: 


Burwash, M., Director of Economics, Canadian Transport 
Commission, Ottawa; «Ontario. vSeptember 7, 1971. 


Compston, C. R., Alberta Manager, Canadian Manufacturer's 
Association, Edmonton, Alberta. June 15, 1971. 


Cope, R. R., Vice-President, Canadian Transport Commission, 
Ottawa, Ontario. — September Or O72 es 


Dolan, Charles, Constitutional Advisor to the Government 
Cisik&bberta, Edmontom, - Alberta. dunes, 971. 


Hrawley, J. J., Counsel for the Alberta Government, 
Ottawa, Ontario. September 8, 1971. 


Hamilton, F. W., Research Director, Manitoba Wheat Pool, 
Winnipeg, Manitoba. September 3, 1971. 
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Hemmer ., MeP., Edmonton, Alberta, August 23, 
LOL 


Henley, Jey Director of Tradiic, Canned Lan wirenspor. 
Commission, Ottawa, Ontario. September 7, 


Teal 
Horner, J., M.P., Hanna, Alberta. August 17, 1971. 


Jones, D., Chairman, Railway Transport Committee, 
Canadian Transport Commission, Ottawa, Ontario. 
september 10, 1971. 


Jones, HE. M., Traffic Manager, Province of 
Saskatchewan, Regina, Saskatchewan. September 
We bok. 


Kennedy, W. D., Manager, Edmonton Chamber of Commerce, 
Ramoenmvon, Alberta. dune 15, 1971. 


Taborde, E. H., Economic Consultant to the Calgary 
Transportation Authority, Calgary, Alberta. 
gune. bO, 1971. 


Lemieux, F., Counsel for the Government of 
Saskatchewan, Ottawa, Ontario. September 9, 


1971. 


wetke, G., CanCrude Consultants Ltd., Calgary, 
Mbperta. June 2o, LoL. 


Manning, Hon. E. C., Edmonton, Alberta. July air 
nas ae 


Mauro, A. V., Former Counsel for the Government of 
Manitoba, Toronto, Ontario. September 30, 


Si fis « 


Pamerosy fh. Hi, Research Director, Saskatchewan 
Wheat Pool, Regina, Saskatchewan. September 


jb Reva 


Pickersgill, Hon. J. W., President, Canadian 
Transport Commission, Ottawa, Ontario. 


September 9, 1971. 


Platt, A., Research Director, UFA Co-op, Calgary, 
Alperta..) June 25,529 /703 


Patkeyuivan;, (rattic Supervisor, United Grain Growers, 
Calgary, Alberta. June 9, 1971. 
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schaefer, J., Economic and Transportation Research, 
Government of Manitoba, Winnipeg, Manitoba. 
peptember2,..1971. 


bseuter, Ky, Economist, Government of saskatchewan, 
Regina, Saskatchewan. PeV Gen Deel panos 


Stechiahin, V¥., Economic Consultant to the Government 
of Manitoba, Winnipeg, Manitoba, September 2, 
et TF a ; 


Telford, J. W., Manager, Alberta Freight Rate 


Bureau, Edmonton, Alberta. Navi hoSsu sts 208 
and December 17, 1971: 


Wallace, R. A., Secretary, Cabinet Committee on 
Planning and Priorities, Covernment of 
Manitoba, Winnipeg, Manitoba. September 3, 


IAS Ge 


Toate D., Director of Public Relations, Western 
fo-oOp Fertilizers Ltd., Calgary, Alberta. 
ane 20, 1971. 
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APPENDIX B 


QUESTIONNAIRE 


The following questionnaire was administered 
to officials in governments of the three prairie pro- 
vinees, to officials of the Canadian Transport 
Commission and the Department of Transport as well as 
to selected pressure groups in Western Canada. 


The -objeetive of this questionnaire’ is to as- 
certain the views of pressure groups, governmental 
officials and politicians from Western Canada regarding 
the nature of the decision-making process in the Canadian 
federal system. In particular, an attempt will be made 
to examine: (a) the content of Western Canadian inputs 
into the decision-making process in policy areas that 
are within federal jurisdiction and are of vital concern 
to Western Canada; and (b) the extent to which Western 
Canadian inputs are accommodated by the federal govern- 
ment in the final policy output. The events surrounding 
the enactment of those provisions of the National Trans- 
portation Act of 1967 dealing with freight rates provide 
a useful case study. 


PART 1 

1. Name of pressure group (or government official) 
2. Name of person interviewed 

Bo otticial position.of the, respondent 

4, Place and Date of Interview 


5. Did. the group: (or government) present a brief to the 
Royal Commission on Transportation (1959)? 


6. Did the group (or government) present a brief to the 
Parliamentary Committee that examined the legislation 
in 1966? 

7, Did the group make representations to: 
a) the Federal Government 
b) the Provincial Government 
c) MP's from Western Canada : 
on the subject of freight rates or on transportation: 


(20 
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in general while the Transportation Act was before 
the House of Commons? 


ite SO, On what occasions? What was the nature of 
the representations? 


PART 


- al e 


il 


In recent times, there has been considerable discus- 
sion in Western Canadian newspapers and magazines as 
well as by politicians on the subject of Western 
Canadian Alienation. 


a) Do you think there is such a phenomenon as 
"Western Canadian Alienation"? If so, is this 
feeling of alienation widespread among the popu- 
MeL Ol late baree ores 1+ confined tol“elite” 
groups? 


b) What would you consider to be the. dimensions of 
Western Canadian Alienation? 


c) One recurring theme found in the speeches of 
Western Canadian politicians is that Western 
Canada does not have an effective input into the 
decision-making process at the federal level. 

Do you agree or disagree with this view? What 
has been your experience in your dealings with 
the federal government? 


ad) Do you feel that the federal government recognizes 
“problems that are of particular concern to Western 
Canada? What has been your experience in your 
dealings with the federal government? 


Pil: = FREIGHT RATES 
Do you consider the issue of freight rates to. be a 
long-standing grievance articulated by Western 


Canadian politicians? 


In recent statements, Western Canadian politicians 
have expressed the view that the present freight rate 


structure has a negative impact on the economy of 


Western Canada. Do you agree? If so, what particular 
aspects of the freight rate structure do you feel 
discriminate against Western Canada? Can you cite 
instances where industries did not locate in Western 
Canada because of the freight rate structure? 


Is your group (or government ) concerned with the 
issue of freight rates? If so, what action has your 
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group (or government) taken with regard to freight 
rates since the National Transportation Act was 
enacted? 


a) sent letters/briefs to MP's 
b) sent letters/briefs to Provincial Governments 


ce) sent letters/briefs to Prime Minister, Minister 
of Transport or Cabinet Minister from your 
province 


d) sent letter/brief to Canadian Transport Commis- 
Sion requesting a hearing under the terms of the 
National Transportation Act 


4, a) What particular grievance did you express in 
your representations? 


b) What groups supported your stand? What groups 
opposed your stand? 


5. What response did you receive from the individuals 
or agency? 


Is your group (or government) engaged in research at 
the present time on the subject of freight rates? 

If so, what particular aspects of the problem are you 
studying? What conclusions are revealed as a result — 
of your study? What do you plan to do with the re- 
sults of your study? 


ON 


We Why did: you- raise the) issue of freight ratessat the 
Constitutional Conferences of 1968 and 1969 when 
the issue had not been raised at previous conferences? 


PART IV: DECISION-MAKING PROCESS 


1. With regard to the decision-making process, within 
the federal system, of the various channels of com- 
munication available to pressure groups (or to 
provincial governments) to convey their views to the 
Federal Government, what channels have you utilized? 


a) letters to MP's from your province 
bv) briefs to provincial governments 


c) provincial government raises issue at 
Federal-Provincial Conference 


a) briefs to Royal Commissions and Task Forces 


e) briefs and letters to Prime Minister and 
Cabinet 
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62 


briefs and letters to Canadian Transport 


Commission 


presenting a brief to the CTC requesting an 
investigation under the terms of the National 
Transportation Act : | 


raise the issue in the media 


Of the various channels of communication available to 


you, 


what channels do you feel are most effective in 


conveying your views to the Federal Government? 


(Refer to options in question 1 and have respondent 
rank each alternative from 1 to 8 starting with the 
most effective channel. ) 


With regard to Members of Parliament from your 
province - 


a) 


b) 
c) 


Are the MP's from your province effective spokes- 
men for Western Canadian interests at the federal 
level? 

tf .Ss0, why? fficnot, why not? 


Do Government or Opposition MP's perform the 
above function more effectively? 


With regard to the role of Provincial Governments - 


a) 


b) 


How effective are provincial governments in 
raising issues that are of concern to Western 
Canada at Federal-Provincial Conferences? 


It has been said that a provincial government 
tate Le of a different political affiliation.) 
than the federal government is more effective 
in presenting the province's point of view at 
the federal level? . Do you agree? . What has 
been your experience? 


How do you visualize the role of provincial 
governments in their dealings with the federal 
government in the decision-making process? 


- as a spokesman for provincial interests at 
the tederal level? 


- as an intermediary between pressure groups 
and the federal government? 


4B. With regard to the role of pressure groups - 


ay. 


How effective are pressure groups in raising 
issues of concern to Western Canada at the 
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5B. 


vek. 
federal level? 


b) Do pressure groups support the provincial 
government in their dealings with the 


federal government? 


In policy matters that are within federal jurisdiction 
and are of concern to Western Canada - 
a) Do you approach the provincial government and 


attempt to gain its support for your views? 


OR 


b) Do you encourage the provincial government to 
make representations on your behalf to the 
federal government that express your interests? 


OR 


c) Do you by-pass the provincial government and 
deal directly with the federal government? 


d) What groups support you in your dealings with 
the federal government? 


In policy matters that are within federal jurisdiction 
and are of particular concern to Western Canada - 


a) Do you approach pressure groups in your province 
and attempt to gain their support for your views? 


OR 


b) Do you encourage pressure groups to make repre- 
sentations: on your behalf to the federal 
government that express your views on a particular 
matter? 


c) What groups support you in your dealings with 
the federal government? 


With regard to Royal Commissions: 


a) Do you believe that Royal Commissions in general 
take into account the views expressed by Western 
Canadians? What has been your experience? 


b) Do you believe that there is adequate representa- 
tion from Western Canada on Royal Commissions? 


With regard to the Macpherson Royal Commission of 
1959, and in particular, with those aspects of the 
Report dealing with railways: i ecm 


a) Do you believe that the Royal Commission took 
into account the views expressed by Western 
Canadians? 


Age 
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Bb) “Do you believe that there was adequate repre- 
sentation from Western Canada on the Royal 
Commission? 


With regard to the Prime Minister and the Cabinet: 


a) In matters of federal jurisdiction that are of 
direct concern to Westem.Canada (wheat, oil, 
transportation), do you prefer to deal with the 
federal government directly, thus. by—passing 
the provincial government, or do you prefer to 
approach the federal government through the 
provincial government? 


bd) In matters of federal jurisdiction that are of 
direct concern to Western Canada, do you consult 
with Members of Parliament from the province | 
prior to your dealings with the federal government? 


There have been statements by Western Canadian poli- 
ticians to the effect that Western Canada does not 
possess adequate representation on federal boards and 
regulatory agencies. Do you agree or disagree? Can 
you give specific examples to support your view? 


PART V: DECISION-MAKING IN THE ERA OF 


CO-OPERATIVE FEDERALISM 


With regard to the formulation of federal policy in 
areas of federal jurisdiction that-are of concern, to 
the provinces (wheat, oil, transportation, taxation, 
foreign ownership), do you believe that there is 
adequate consultation with provincial governments and 
pressure groups prior to the enactment of legislation? 
Can you cite specific examples to support your views? 


when the federal government did consult you prior t 
the enactment of federal policy, was it . 


a) prior to first reading of the Bill wnithe 
House of Commons? 


b) after first reading of the Bill but prior 


to the Committee stage? 
e) at the Committee stage? 
d) prior to final Cabinet approval of the Bill? 


Can you give specific examples based on past experience 
+o illustrate the consultative process followed by the. 
federal government? 
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With regard to the nature of the consultations: 


a) Was the federal government prepared to accept 
major changes in its proposed legislation 
(changes that would alter the objectives or 
scope of the Bill)? 


OR 


b) Were the consultations merely confined to a 
discussion of the technical details of the Bill 
which if changed would not alter the Bill in 
any Substantial way? 


ec) Can you cite examples to illustrate the consulta- 
tive process followed by the federal government? 


Do you believe that the federal government accommodated 
your views as a result of the consultations? If so, 
to what extent? Can you cite specific examples to 
illustrate the extent to which your views were accom- 
modated? 


During your consultations with the federal government, 
who acted as the spokesman for the federal government? 


a) high ranking civil servants (Assistant Deputy 
Minister, Deputy Minister) 


b) Cabinet Ministers involved with the legislation 
c) MP's from your province 


Can you cite specific examples? 


What form did the consultations take between your 


“government and the federal government’? 


a) letters/briefs between civil servants at the 
federal and provincial levels 


b) letters/briefs between Cabinet Ministers at 
the federal and provincial levels 


c) letters/briefs between Prime Minister and 
Premier 


d) conversations between Prime Minister and 
Premier 


e) conversations with MP's 


Rank the above on the basis of the frequency with 
which they are used. 


Rank the above on the basis of effectiveness. 
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How do you envisage your role in the decision-making 
process? 


a) as the defender of provincial interests 


bd). as the spokesman for the electorate of your 
province 


ce) as the spokesman for particular groups within 
the province that would be affected by the 
Legislation 

In your dealings with the federal government, do 

you consider it to be an edvantage to be a member 

of a political party different than the party in 

power at the federal level? 


What form did the consultations take between your 
group and the federal government? 


a) letters to high-ranking civil servants 

b) letters to Prime Minister and Cabinet 

c) letters to provincial civil servants 

d) letters to provincial Premier and Cabinet 
e) letters to MP's 

f) letters te-MLA's 


Rank the above on the basis of the frequency with 
which they were used. 


Rank the above on the basis of effectiveness. 


How do you envisage your role in the decision-making 
process? 


a) as the defender of provincial interests 


bd) as the spokesman for particular groups within 
the province that would be affected by-the 
Legislation 


In your consultations with the federal government, was 
the. federal government willing to make changes in 
their: legislation to meet your criticisms or was the 
federal government merely paying lip service to your 
representations with no intention of seriously con- 
sidering your proposals? 
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PART Vi: NATIONAL TRANSPORTATION ACT. 


With regard to the enactment of the National Transportation 
Act of 1967, and, in particular, with those provisions of 
the Act dealing with freight rates: 


a 


Did the federal government consult with pressure groups 
and the provincial governments prior to the enactment 
of federal policy? If. so; was. it: 


a) prior to first reading of the Bill in the 
House of Commons? 


b) after first reading of the Bill but prior 
to the Committee stage? 


ce) at the Committee stage? 
a) “prior to final "Cabinet approval of the Bill? 


Can you give specific examples based on past experience 
to illustrate the consultative process followed by the 
federal government? 


With regard to the nature of the consultations: 


a) Was the federal government prepared to accept 
major changes in its proposed legislation (changes 
that would alter the objectives or scope of the 
Bait i)? 


OR 


b) Were the consultations merely confined to a dis- 
cussion of the technical details of the Bill 
which, if changed, would not alter the Bill in 
any substantial way? 


c) Can you cite examples to illustrate the consulta- 
tive process followed by the federal government? 


Do you believe that the federal government accommodated 
your views as a result of the consultations? If so, 

to what extent? Can you cite specific examples to 
illustrate the extent to which your views were 
accommodated? 


During your consultations with the federal government, 
who acted as the spokesman for the federal government? 


a) high ranking civil servants (Deputy Ministers, 
Assistant Deputy Ministers) 
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0) Cabinet Ministers involved with the 
legislation 


Q 
ees 


MP‘s from. your province 

Can you cite specific examples? 

What form did the consultation take between your 
government and the federal government? 


2) letters/briefs between civil servants at the 
federal and provincial levels 


b) letters/briefs between Cabinet Ministers at 
the federal and provincial levels 


¢) letters/briefs between Prime Minister and 
Premier 


d) conversations between Prime Minister and 
Premier 


e)- conversations with MP' 


16) 


Rank the above on the basis of the frequency with 
which they were used. 


Rank the above on the basis of effectiveness. 


+ 


What form did. the consultations take between your group 
and the federal government? 


$y) 
~ 


letters to high-ranking civil servants 


Db) letters to Prime Minister and Cabinet 

c) letters to provincial civil servants 

a) letters to provincial Premier and Cabinet 

e) letters to MP's 

gee lLeeters to MLA "s 

Ra k the above on the basis of the frequency with 
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Rank the above on the basis of effectiveness. 


In your consultations with the federal government, was 
he federal government willing to make changes in the 
ezgislation to meet your et ie ticisms or was the federal 
overnment merely paying liv service to your representa- 
fons with no intention of seriously considering your 
roposals? Can you cite specific examples? 
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With regard to the role of the Parliamentary Committee 


that examined the Bill in 1966: ° 


a) Was the Committee interested in the recommenda- 
tlons proposed by your government (or eroun)? 


b) Were your recommendations accepted by the Com- 
mittee in their report to Parliament? 


c) Did the federal government ultimately accept 
these recommendations? 


What is your assessment of the role of the Parliamentary 
Committee in the decision-making process? 


With regard to the role of Members of Parliament from 
Western Canada during the debate in the House of 
Commons and in the proceedings of the Parliamentary 
Committee: 


a) How effective were the Members of Parliament in 
their role as spokesmen for the interests of 
Western Canada? 


b) Can you cite evidence to support your views? 
What was your overall assessment of your meeting with 


the Parliamentary Committee? In your view, was the 
meeting beneficial in conveying your opinions? 


PART VII: CANADIAN TRANSPORT COMMISSION 


1. 


It has been said that Western Canada does not have 
adequate representation on the Canadian Transport 
Commission. Do you agree with this statement? If 
so, why? If not, why not? 


Politicians from Western Canada have expressed the 
view that the Canadian Transport Commission is a 
spokesman for, and a defender of, the railways. Do 
you agree or disagree with this statement? 


Do you believe the Canadian Transport Commission, in 
its decisions on matters dealing with freight rates, 
has discriminated against Western Canada? Can you 
cite specific examples to support your view? 


With regard to the provisions in the National Trans- 
portation Act establishing the terms of reference 
for the Canadian Transport Commission, does the 
legislation provide. for 


a) sufficient opportunity to make representations 
before the Board? 
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b) sufficient information as to the reasons for 
the Board's decisions? 


PARLE VILE 


1. In your view, is there a ne 
communication within the Can 
for the input of Western Canadian views at the 
federal level? If so, what form should these new 
channels of communication +2ke? 





Questions marked in this fashion will be administered 
to provincial governments. 


** Questions marked in this feshion will be administered 
to pressure groups. 


Questions with no markings will be administered to 
both provincial governments and to pressure groups. 
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EXCERPTS FROM THE NATIONAL TRANSPORTATION ACT OF 1967 
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CHAP. 69 


An Act to define and implement a national transportation 
policy for Canada, to amend the Railway Act and 
other Acts in consequence thereof and to enact other 
consequential provisions. 


[Assented to 9th February, 1967.] 


ER Majesty, by and with the advice and consent of 
+ the Senate and House of Commons of Canada, enacts 
as follows: 
1¢ It is hereby declared that an economic, efficient National 
and adequate transportation system making the best use of as 
all available modes of transportation at the lowest total cost Policy. 
‘Is essential to protect the interests of the users of trans- 
portation and to maintain the economic well-being and 
growth of Canada, and that these objectives are most 
likely to be achieved when all modes of transport are able 
to compete under conditions ensuring that having due 
regard to national policy and to legal and constitutional 
requirements é 
(a) regulation of all modes of transport will not 
be of such a nature as to restrict the ability of 
: any mode of transport to compete freely with 
any other modes of transport; 
(b) each mode of transport, so far as practi- 
cable, bears a fair proportion of the real costs 
of the resources, facilities and services pro- 
_ . vided that mode of transport at public expense; 
(c) each mode of transport, so far as practicable, 
receives compensation for the resources, facil- 
ities and services that it is required to provide 
as an imposed public duty; and 
(d) each mode of transport, so far as practicable, 
carries traffic to or from any point in Canada 
under tolls and conditions that do not constitute 
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National Transportation, [4=15=10" Bigrz. 1. 


(1) an unfair disadvantage in respect of any 
such traffic beyond that disadvantage in- 
herent in the location or volume of the 
traffic, the scale of operation connected 
therewith or the type of traffic or service 
involved, or 

(2) an undue obstacle to the interehange of 
commodities between points in Canada or 
unreasonable discouragement to the de- 
velopment of primary or secondary in- 
dustries or to export trade in or from any 
region of Canada or to the movement of 
commodities through Canadian ports; 


and this Act is enacted in accordance with and for the 
attainment of so much of these objectives as fall within 
the purview of subject matters under the jurisdiction of 
Parliament relating to transportation. 


Short S 
title. ade 


Definitions. se 


“Commodity 
pipeline.” 


*Mfinister.’” 
“Sector 
vehicle | 
undertaking.” i 


PART T: 


CANADIAN TRANSPORT COMMISSION. 


Short Title. 


This Act may be cited as the National Trans- 


portation Aci. 


Interpretation. 


In this Act, 

“Commission” means the Canadian Transport 
Commission established by this Act; 
“commodity pipeline’ means a pipeline for 
the transmission of commodities and includes 
all branches, extensions, pumps, racks, com- 
pressors, loading facilities, storage facilities, 
reservoirs, tanks, interstation system of com- 


-qounication by telephone, tclegraph or radio 


and real or personal, movable or immovable 
property and works connected therewith, but 
cdloes not include a pipe line for the transmission 
solely of oil and gas, or either; 


“Nfinister’”’ means the Minister of Transport}- 


“motor vehicle undertaking” means a work or 
undertaking for the transport of passengers or 
goods by any vehicle, machine, tractor, trailer 
or semi-trailer, or any combination thereof, 


propelled or drawn hy mechanical power and _. 


capable of use upon a highway; and 
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(e) “oil” and “gas? means oil and gas as those 
substances are defined in section 2 of the 
National Energy Board Act. 


Application. 


4. This Act applies to the following modes of 
transport: 
(a) transport by railways to which the Railway 
Act applies; 
(b) transport by air to which the Aeronautics Act 
applies; 

_(c) transport by water to which the Transport Act 
applies and all other transport by water to 
which the legislative authority of the Parlia- 
ment of Canada extends; and 

(2) transport by a commodity pipeline connecting 

a province with any other or others of the 

provinces or extending beyond the limits of a 

province; and 

(e) transport for hire or reward by a motor vehicle 

undertaking connecting a province with any 

other or others of the provinces or extending 

beyond the limits of a province. 
&. (1) Except as otherwise expressly provided by 
this Act, the provisions of the Railway Act relating to 
sittings of the Commission and the disposal of business, 
witnesses and evidence, practice and procedure, orders and 
decisions of the Commission and review thereof and appeals 
therefrom apply in the case of every inquiry, complaint, 
application or other proceeding under this Act, the Aero- 
nautics Act or the Transport Act or any other Act of the 
Parliament of Canada imposing any duty or function on 
the Commission; and the Commission shall exercise and 
enjoys the same jurisdiction and authority in matters under 
any such Acts as are vested in the Cormmission under the 
Railway Act. 
(2) For greater certainty and the avoidance of 
doubt, but without limiting the generality of subsection (1), 
it is declared that the following provisions of the Razlway 
Act, namely sections 12, 13, 18 to 21, 30, 32 to 41 and 43 to 72 
apply mutatis mutandis in respect of any proceedings before 
the Commission pursuant to this Act, the Aeronautics Act 
or the Transport Act, and in the event of any conflict 
between those provisions of the Railway Act and the provi- 
sions of the Aeronautics Act or the Transport Act those 
provisions of the Railway dct prevail. 


Oil’ and 
gas", 


Application, 


Application 
of Ratlway 
Act, 


Avoidance 
of doubt. 
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Commission 
established. 


Couri of 
record. 


Tenure. 


Retirement 
age. 
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ment. 


Remuneration 
of members, 


President 
end vice- 
presidents. 


Barrister or 
advocate. 


Powers 
of vice- 
presidents, 


Duty of ona 
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president. 
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president. 
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Chap. 69. National Transportation. Piety urs IP 


Constitution of Commission. 


G. (1) There shall be a commission, to be known 
as the Canadian Transport Commission, consisting of 
not more than seventeen members appointed by the Gover- 
nor in Council. 

(2) The Commission is a court of record and 
shall have an official seal which shall be judicially noticed. 

. (3) Each commissioner holds office during good 
behaviour for the term of his appointment to the Commis- 
sion which shall not exceed a period of ten years from the 
date of his appointment but he may be removed for cause 
by the Governor in Council at any time. 

(4) Notwithstanding anything in the Public 
Service Superannuation Act, a commissioner may continue 
to hold office upon attaining the age of sixty-five years 
but he ceases to hold office upon reaching the age of seventy 
years. 

(5) A commissioner on the expiration of his 
first or subsequent term of office on the.Commission 1s, if 
not disqualified by age, eligible for reappointment for a 
period not exceeding ten years. . 

(6) Each commissioner shall be paid such re- 
muneration for his services as the Governor in Council may 
from time to time determine. 


Tas (1) One of the commissioners shall be ap- 
pointed by the Governor-in Council to be President of 
the Commission and two commissioners shall be appointed 
by the Governor in Council to be vice-presidents of the 
Commission. 

(2) One of the persons appointed to be vice- 
president shall be a barrister or advocate of at least ten 
years’ standing at the bar of any province of Canada. 

- (8) The vice-president who. qualifies under 
subsection (2) has al! the powers of the President, but 
those powers shall not be exercised by him except in the 
absence or disability of the President, and whenever he 
has acted it shall be conclusively presumed that he so acted 
in the absence or disability of the President within the 
meaning of this section. 

(4) One of the vice-presidents shall, under the 
general directions of the Commission, be charged with the 
superintendence of the programs of study and research 
necessary to achieve the objectives mentioned in section 1 
and to the performance by the Commission of its duties 
under section 15. 

(5) The vice-president who qualifies under 
subsection (2) shall, under the general directions of the 
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Commission, be charged with the superintendence of the 
work of the committees of the Commission. 

(6) At all proceedings of the Commission the 
President, when present, shall preside and the vice-president 
who qualifies under subsection (2), when present, shall 
preside in the absence of the President; and the opinion of 
the vice-president who qualifies under subsection (2) upon 
any question arising that in the opinion of the Commis- 
sioners is a question of law shall prevail except that if the 
President is himself a barrister or advocate of at least ten 
years’ standing at the bar of any province of Canada, the 
opinion of the President shall prevail upon any such question 
of law arising when he is presiding. j j 


8. (1) No member or officer of the Commission 
shall, directly or indirectly, 

(a) have any interest in, or in any undertaking of, 
any railway company, air transport company, 
commodity pipeline company, shipping com- 
pany or motor vehicle undertaking or have 
any interest in the obligations of any such 
company or undertaking; 

(6b) engage in manufacturing or selling aircraft, 
ships, railway rolling stock, motor trucks, 
trailers or buses, or pipeline equipment, or 
in the transport of goods or passengers by any 

’ mode of transport for hire or reward; or 

(c) have any interest in any device, appliance, 
machine, patented process or article, or any 
part thereof that may be required or used as 
part of the equipment of any railway or rolling 
stock thereof, aircraft, ship, pipeline, motor 
truck, trailer or bus, or of any work or under- 
taking subject to this Act, the Ratlway Act, the 
Aeronautics Act or the Alotor Vehicle Transport 
Ac. one 
(2) Where any interest prohibited under sub- 

section (1) vests in any member or officer of the Commission 
by will or succession for his own benefit, he shall, within 
three months thereafter, absolutely dispose of such interest. 


Staff, etc. 


a, (1) There shall be a Secretary of the Commis- 
sion who shall be appointed by the Governor in Council 
to hold office during pleasure. : 

(2) In the absence of the Secretary from illness 
or any other cause, the Commission may appoint from its 
staff an acting secretary, who shall thereupon act in the 
place’of the Secretary and excreise his powers. 
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ie. (1) The Secretary of the Commission shall 

(a) keep a record of all proceedings conducted 
before the Commission or any committee or 
commissioner 3: 

(b) have the custody and care of all records and 
documents belonging or appertaining to the 
Commission or filed in the office of the Sec 
retary; 

(c) obey all rules and directions that may be made 
or given by the Commission, or the President, 
touching his duties or office, and im the event 
of a conflict of such rules or directions, those 
made or given by the Commission prevail; and 

(d) have every regulation and order of the Com- 
mission drawn pursuant to the direction of the 
Commission, duly signed and sealed with the 
official seal of the Commission and filed in the 
office of the Secretary. “ 

_ (2) The Secretary shall keep in his office suit- 
able books of record, in which he shall enter a true copy 
of every regulation and order of the Commission, and 
every other document that the Commission may’ require 
to be entered therein, and such entry constitutes and is 
the original record of any such regulation or order. 

(3) Upon application of any person, and on 
payment of such fees as the Commission may prescribe, 
the Secretary shall deliver to the applicant a certified copy 
of any regulation or order of the Commission. 


Tt. (1) Such other officers and employees as are 
necessary for the proper conduct of the business of the 
Commission may be appointed in the manner authorized 
by law. . ; 

(2) The officers and employees attached to the 
Commission may be paid out of moneys appropriated by 
Parliament for the purpose. 


he. (1) The Governor in Council shall, upon the 
recommendation of the Minister, provide within the City 
of Ottawa, a suitable place in which the meetings of the 
Commission may be held, and also suitable offices for the 
commissioners, and for the Secretary, and the other officers 
and employees of the Commission, and all necessary fur- 
nishings, stationery and equipment for the conduct, main- 
tenance and performance of the duties of the Commission. 
(2) The Governor in Council, upon the recom- 
mendation of the Minister, may establish at any place or 
places in Canada such office or offices as are required for 
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the Commission, and may provide therefor the necessary 
accommodation, furnishings, stationery and equipment, 


13S. The salaries or other remuneration of all 
officers and employees of the Commission, and all the 


+ 


expenses of the Commission incidental to the carrying out 


of its duties and functions, including all actual and reason- 


able travelling expenses of the commissioners and the 
Secretary, and of such members of the staff of the Commis- 
sion as may be required by the Commission to travel, 
necessarily incurred in attending to the duties of their 


office, shall be paid twice monthly out of moneys pro-: 


vided by Parliament. 
Powers and Duties. 


14. It is the duty of the Commission to perform 
the functions vested in the Commission by this Act, the 
Railway Act, the Aeronautics Act and the Transport Act 
with the object of co-ordinating and harmonizing the 
operations of all carriers engaged in transport by railways, 
water, aircraft, extra-provincial motor vehicle transport and 
commodity pipelines; and the Commission shall give to 
this Act, the Railway Act, the Aeronautics Act and the 


Transport Act such fair interpretation as will best attain 


that object. 


LS. (1) In addition to its powers, duties and func- 
tions under the Railway Act, the Aeronautics Act and the 
Transport Act, the Commission shall 

(a) inquire into and report to the Minister upon 
measures to assist in a sound economic develop- 
ment of the various modes of transport over 
which Parliament has jurisdiction; 

(6b) undertake studies and research into the eco- 
nomic aspects of all modes of transport within, 
into or from Canada; 

(c) inquire into and report to the Minister on the 
relationship between the various modes. of 
transport within, into and from Canada and 
upon the measures that should be adopted in 
order to achieve co-ordination in development, 
regulation and control of the various modes of 
transport; ‘ , ‘ 

(d) perform, in addition to its duties under this 
Act, such other duties as may, from time to 
time, be imposed by law on the Commission 

- °  inrespect of any mode of transport in Canada, 
including the regulation and licensing of any 
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such mode of transport, control over rates and 
tariffs and the administration of subsidies voted 
by Parliament for any such mode of transport; 

(e) inquire into and report to the Minister upon 
possible financial measures required for direct 
assistance to any mode of transport and the 
method of administration of amy measures that 
may be approved; 

(f) inquire into and ‘recommend to the Minister 
from time to time such economic policies and 
measures as it considers necessary and desirable 
relating to the operation. of the Canadian 
merchant marine, commensurate with Canadian 
maritime needs; 

(g) establish general economic standards and cri- 
teria to be used in the determination of federal 
investment in equipment and facilities as 
between various modes of transport and 
within individual modes of tramsport and in the 
determination -of desirable financial returns 
therefrom; 

(hk) inquire into and advise the government on the 
overall balance between expendit ure programs 
of government departments or agencies for the 
provision of transport facilities and equipment 
In various modes of transport, and on measures 
to develop revenue fromm the use of transport 
facilities provided or operated by any govern- 
ment department or agency; and 

(t) participate in the economic aspects of the work 
of intergovernmental, national or international 
organizations dealing with any form of transport 
under the jurisdiction of Parliament, and in- 
vestigate, examine and report on the economic 
effects and requirements resulting from par- 

eee pa: ticipation in or ratification of international 
agreements. 
Powers in (2) The Commission may examine into, ascer- 
aay tain and keep records of, and make appropriate reports to 
the Minister on, 

(2) the shipping services between Canadian ports 
and from ports in Canada to ports outside 
Canada that are required for the proper main- 
tenance and furtherance of the domestic and 
external trade of Canada; 

(b) the type, size, speed and other requirements 
of the vessels that are and in the opinion of 
the Commission should be employed in such 
SCTVICeS; 
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(c) the cost of marine insurance, maintenance and 
repairs, and wages and subsistence of officers 
and crews and all other items of expense in the 
operation of vessels under Canadian registry 
and the comparison thereof with similar vessels 
operated under other registry; 

(d) the water transportation industry and under- 
takings and services directly related thereto; 

(e) the terms, conditions and usages applying to 
transportation of goods and passengers by 
water within, into and from Canada; 

(f) the work of international and_ intergovern- 
mental organizations and agencies that con- 
cern themselves with the transportation of 
goods and passengers by water; and 

(g) such other marine matters as the Minister may 
request or as’ the Commission may deem 
necessary for carrying out any of the provisions 
or purposes of this Act. 

(3) The Commission shall 

(a) exercise and perform on behalf of the Minister 

such powers, duties or functions of the Minister 


may require; and 
(b) exercise and perform any other powers, duties 
or functions in relation to water transport 
conferred on or required to be performed by 
the Commission by or pursuant to any other 
Act or any order of the Governor in Council. 
(4) In carrying out its duties and functions 
under this section, the Commission may consult with 
persons, organizations and authorities that in the opinion 
of the Commission are in a position to assist the Commission 
in formulating and recommending policy and the Com- 
mission may appoint and consult with committees being 
representative of such persons, organizations and authorities. 
(5) The Commission may delegate, in whole 
or in part, to any other body or authority subject to the 
legislative authority of the Parliament of Canada any of 
the powers or duties of the Commission in respect of safety 
in the operation of commodity pipelines and such delegated 
body or authority may exercise and shall perform the 
powers or duties so delegated. 
(6) Where a person who transports goods by 
a mode of transport other than rail charges a toll, expressed 
asa single sum, for the carriage of traffic partly by one mode 
of transport and partly by a different mode of transport, 
the Commission, for the purpose of determining whether a 
toll charged is contrary to any Act of the Parliament of 
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Canada, may require such person to declare forthwith to 
the Commission, or may determine, what portion of such 
single sum is charged in respect of the carriage of traffic 
by bie mode of transport by which such person transports 
goods. 


16. (1) In this section, 
(a) the expression “carrier” means any person 
’ engaged for hire or reward in transport, to 
which the legislative authority of the Parla- 
ment of Canada extends, by railway, water, 
aircraft, motor vehicle undertaking or commod- 
. ity pipeline; and tye 
a (b) the expression “public interest” includes, with- 
g out limiting the generality thereof, the public 
e interest as described in section 1. 
(2) Where a person has reason to believe 
(a) that any act or omission of a carrier or of 
_ any two or more carriers, or 

(b) that the effect of any rate established by a: 
carrier or carriers pursuant to this Act or the 
Railway Act after the commencement of this 

_Act, 

may prejudicially affect the public interest in respect of 
tolls for or conditions of the carriage of trafic within, into 
or from Canada, such person may apply to the Commission 
for leave to appeal the act, omission or rate, and the 
Commission shall, if it is ‘satisfied that a prima facie case 
has been made, make such investigation of the act, omission 
orirate and the effect thereof, as in its opinion is warranted. 

; (3) In conducting an investigation under this 
section, the Cornmission shall have regard to all considcer- 
ations that appear to it to be relevant, including, without 
‘limiting the generality of the foregoing, 

(a) whether the tolls or conditions specified for the 
carriage of traffic under the rate so established 
are such as to create 

(i) an unfair disadvantage beyond any dis- 
advantage that may be deemed to be 
inherent in the location or volume of the 
traffic, the scale of operation connected 
therewith or the type of traffic or service 
involved, or 

(ii) an undue obstacle to the interchange of 
commodities between points in Canada or 
an unreasonable discouragement to the 
development of primary or secondary 
industries or to export trade in or from any 
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region of Canada or to the movement of 
commodities through Canadian ports; or 
(bo) whether control by, or the interests of a carrier 
in, another form of transportation service, or 
control of a carrier by, or the interest in the 
carrier of, a company or person engaged in 
another form of transportation service may 
be involved. 

(4) If the Commission, after a hearing, finds 
that the act, omission or rate in respect of which the appeal 
is made is prejudicial to the public interest, the Commission 
may, notwithstanding the fixing of any rate pursuant- to 
section 336 of the Railway Act but having regard to section 
334 of that Act, make an order requiring the carrier to 
remove the prejudicial feature in the relevant tolls or con- 
ditions specified for the carriage of traffic or such other 
order as in the circumstances it may consider proper, or it 
may report thereon to the Governor in Council for any action 
that is considered appropriate. 


‘yl Bede (1) For the purposes of performing its duties 
under this Act the Commission shall establish the following 
committces consisting of not less than three commissioners, 
exclusive of the President who shall be cx officto a member 
of every such committee: ; 

(a) railway transport committee; 

(b) air transport committee; 

(c) water transport committee; 

(d) motor vehicle transport committee; 

(ec) commodity pipeline transport committee; and 

(f) such other committees as the Commission deems 
expedient. 

(2) In respect of each such committee the 
Commission shall appoint a commissioner to be chairman 
of the committee who shall be the chief executive officer 
of the committee and shall in the absence or disability of 
both the President and the vice-president who qualifies 
under subsection (2) of section 7 preside at all sittings 
of the committee and exercise all the powers of the President. 

(3) Notwithstanding anything in the Railway 
Act or the National Energy Board Act governing matters 
before the Commission, a committee of the Commission 
may, in accordance with the rules and regulations of the 
Commission, exercise all the powers and duties of the 
Commission and the orders, rules or directions made or 
issued by a committce of the Commission have effect, 
subject to subsection (4), as though they were made or 
issued by the Commission. 


11 


Directing 
order. 


Committees. 


Chairmen of 
committees. 


Effect of 
committes 
action, 




















LP I | le 
" f ent ' 
t “cd 
, ry 1 14h iow (a) 
a Join” cu 
f a HV EOD 
O-479T in: 
IAT f lous 
i , Mid FE = 
i if bine ia i } doll oun 
7 65 ta me ahs 21 Ginn a 
mie thaeted contewy, viene 
*y vs’ nit to 3 pee 
: : Worm m6 i Te SG 
we 1? wo) Bortesde aaortlh 


e ; Oi SUV OO a) 23 hae 
i+ : . “ei Hoon yan 
lnenyjoiyipe hewsigryy eb Jee 


* 140 iF) AY & ph 
i'd SoA: enh bay 
; (hizidw ost its ie 
iy fe is? ol) bp vies 
ro} imétow dass pepe 
uanendvgenlten fa) 7 
‘ , 4a () 
, i T a ‘id 
my aygnt- 1s) ~ whee 
Hames” 9) a 
: olunam odes 
: inkgae 


iy an oneetval tS) 
Hae ANE i ede nein 
+. “cab Timah (Pea 37 rinos sclg be = 
bie Pa War ve uomo oft le 
Jy Jtsteuup-scl? 201) fed asbiest® ely deol 
at aT lies ie *ge eayi se he y yi) he ler =) ibitagacdue yobs 
beet ra) teh sett aah Prairie Pag ras cng 2 oo tS ol) Vaew 9» 


: A a i , 
t — =44 7 ese ‘ee. | ar i 



















i2 


When 
Teview 
Tequired. 


Appearance 
of other 
interests in 
Canada, 


Member 
presiding. 


Appeel. 


Idem. 


Chap. 69, National Transportation, Lele nr. iy. 


(4) Where an order, rule or direction made by 
a committee of the Commission in respect of a matter related 
to a particular mode of transport, not being a matter of a 
specific rate, licence or certificate, is objected to by an oper- 
ator of another mode of transport on the ground that the 
order, rule or direction discriminates against or is otherwise 
unfair to his operations, the Commission shall, otherwise 
than by that committee of the Commission, review the 
order, rule or direction, in accordance with such rules of 
procedure as the Commission may prescribe therefor, and 
shall confirm, rescind, change, alter or vary the order, 
rule or direction or rehear the matter thereof. 

(5) At any hearing of the Commission for the 
purpose of making any order or giving any direction, leave, 
sanction or approval in respect of any matter under the 
jurisdiction. of the Commission, the Commission may, 
notwithstanding any provision of the Rezlway Act, the 
Aeronautics Act, the Transport Act, the National Energy’ 
Board Act or this Act, permit the representative or agent 
of any provincial or municipal government or any associa- 
tion or other body representing the interests of shippers or 
consignees in Canada to appear and be heard before the 
Commission subject to such rules of procedure as the 
Commission may prescribe. : 

(6) Notwithstanding anything in this section, 
the President and the vice-president who qualifies under 
subsection (2) of section 7 shall not both sit on any hearing 
before a committee of the Commission. 


iS. (1) An applicant, or an intervener on an 
application to the Commission, for 
(a) a licence under the Aeronautics Act to operate 
a commercial air service, 
(b) a licence under this Act to operate a motor 
vehicle undertaking, 
(c) a licence under the TJ’ransport Act to engage in 
transport by water, or 
(d) acertificate of public convenience and necessity 
under this Act in respect of a commodity 
pipeline nes 
may appeal to the Minister from a final decision of the 
Commission with respect to the application, and the 
Minister shall thereupon certify his opinion to the Commis- 
sion and the Commission shall comply therewith. 

(2) Where pursuant to any power vested in 
the Commission by this or any other Act of the Parliament 
of Canada the Commission suspends, cancels or amends 
any licence to operate any transportation service or any 
certificate of public convenience and necessity in respect 
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of a transportation service, the carrier whose licence or 


National Transportation, Chap. G®. 


certificate has been suspended, cancelled or amended may 
appeal to the Minister, and the Minister shall thereupon 
certify his opinion to the Commission and the Commission 
shall comply therewith. 


(3) An appeal to the Minister under this 


section shall be brought within thirty days of the date of 
the decision, ruling or order appealed from or within such 
longer period as the Minister may allow. 


(4) The Commission may make rules prescrib- 


ing the manner in which appeals to the Minister may be 


made. 


1S. 


(1) Without affecting its powers under any 


other Act to make regulations, the Commission may make 
rules and regulations for the attainment of the objects of 
this Act and in particular, but without limiting the generality 
of the foregoing, may make rules and regulations 


(a) 


(0) 


(c) 


(d) 


regulations 


respecting the manner in which any committees 
of the Commission shall perform their functions 
and the duties and functions to be performed 
by the committees of the Commission; 
respecting the manner in which the various 
functions of the committees of the Commission 
are to be co-ordinated; 7 
respecting the proceedings of the Commission 
and its committees in the performance of duties 
under this Act; and . 

respecting the assignment of duties to oflicers 
of the Commission and the delegation of fune- 
tions thereto. 

(2) Where there is a conflict between any 
made by the Commission under this Act in 


respect of a particular mode of transport and any regulations 
made under any other Act in respect of that particular mode 
of transport, the regulations made under this Act prevail. 


13 


Time for 
appeal, 


Rules. 


Regulations. 


Conflict of 
powers, 
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4A, The heading preceding section 317 and sections 
and 318 of the said Act are repealed and the following 


substituted therefor: 


Crows Nest 
Pass rates. — 


Rates on 
grain aod 
Dour for 
export 
through 


West Coast. 


Rates on 
grain and 
flour for 
export 
through 
Churchill. 


Non= | 
application 


of section 3. 


om 


3i’7. Notwithstanding section 336, where in the 
opinion of the Commission there is, In respect of the 
carriage of goods in less than carload quantities under 
five thousand pounds to or from any point in Canada, 
no alternative, effective and competitive service by 
a common carrier other than a rail carrier or carriers 
or a combination of rail carriers, the Commission may 
investigate the tariff of tolls applying to the carriage 
in those quantities to or from such point in Canada and 
if the Commission finds that the tariff of tolls of a 
railway company, or any portions of the tariff, are such 
as to take undue advantage of a monopoly situation 
favouring rail carriers in respect of the carriage of such 
goods or class of goods, the Commission may disallow 
such tariff of tolls or any portion thereof and may 
require the railway company to substitute within a 
specified period of time a tariff of tolls satisfactory to 


the Commission or it may prescribe other tolls in lieu 
of any tolls so disallowed.” 


oo. 
repealed and the following substituted therefor: 


When‘ 
tolls may 
be dis- 
allowed, 


Sections 325 and 329 of the said Act are 


“3286. (1) Rates on grain and flour moving from 
any point on any line of railway west of Fort Willam 
to Fort Wiliam or Port Arthur, over any line of rail- 
way now or hereafter constructed by any company 
that is subject to the jurisdiction of Parliament, shall 
be governed by the provisions of the agreement made 
pursuant to chapter 5 of the Statutes of Canada, 1897. 

(2) Rates on grain and flour moving from 
any point on any line of railway west of Fort W iliam 
to Vancouver or Prince Rupert for export over any line 
of railway now or hereafter constructed by any corn- 
pany that is subject to the Jurisdiction of Parliament 
shall be governed by the provisions of paragraph 2 of 
General Order No. 448 of the Board of Railway Com- 
missioners for Canada dated Friday the 26th day of 
August, 1927. 

(83) Rates on grain and flour moving for 
export from any point west of Fort William or Arm- 
strong to Churchill over any line of railway of any 
company that is subject to the jurisdiction of Parlia- 
ment shall be maintained at the level of rates applying 
on the 31st day of December, 1966. . 

(4) Notwithstanding section 3, this section 
is not limited or in any manner affected by the provi- 
sions of any Act of the Parliament of Canada, or by 
any agreement made or entcred into pursuant thereto, 
whether general in application or special or relating 
only to any specific railway or railways. 
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329. (1) In this section, 
(a) “astern port’? means any of the ports of 


(2) 


(c) 


(d) 
(€) 


Halifax, Saint John, West Saint John and 
Montreal and any of the ports on the St. 
Lawrence River to the east of Montreal; 
‘Eastern rates” means, 

(i) in relation to grain, the freight rates apply- 
ing on the 80th day cf November, 1960, 
to the movement of grain in bulk for 
export from any inland point to an Eastern 
port, and 

(ii) in relation to flour, the freight rates apply- 
ing on the 380th day of September, 1966, 
to the movement of flour for export from 
any inland point to an Eastern port; 

“inland point” means, 
(i) in relation to grain, any of the railway 
points along Georgian Bay, along Lake 
Huron or along any waterways directly or 
indirectly connecting with Lake Huron 
and not being farther east than Prescott, 
but including Prescott, and 
(ii) in relation to flour, any point in Canada 
east of the 90th degree of west longitude; 
“flour” means flour milled from grain; and 
“orain’? means the commodities referred to in 
paragraph (6) of Order No. 121416 of the Board 
of Transport Commissioners for Canada dated 
the 18th day of July, 1966. 

(2) For the purpose of encouraging the 


continued use of the Eastern ports for the export of 
grain and flour, 
(a) rates for grain moving in bulk for export to 


(0) 


any Eastern port from any inland point over 


Definitious. 
“Eastern 
ports. 


**Fastern 
rates.”’ 


“Flour.” 


**Grain.”” 


Maintaining 
existing 
effective 
rates. 


any line of a railway company subject to the | 


jurisdiction of Parliament shall be maintained 
at the level of rates applying on the 30th day 
of November, 1960, to the movement of such 
grain to Eastern ports; and 

rates on flour moving for export to an Eastern 
port from any inland point over any line of a 
railway company subject to the jurisdiction 
of Parliament shall be maintained at the level 


_of rates applying on the 30th day of September, 


1966, to the movement of such flour to Eastern 
orts. 


(3) The Commission shall {som timeé'10* pevermining 


time determine in respect of 
(a2) the movement of grain in bulk for export, and 


rates for 
comparison. 
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Payment of 
assistance. 


Prevailing 
rates. 
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(b) the movement of flour for export, 
by railway to an Hastern port from an inland point a 
level of rates consistent with section 334 and shall 
cause such rates to be published in the Canada Gazeite. 

(4) The Governor in Council may, on the 
recommendation of the Commission, authorize the 
Minister of Finance to pay out of the Consolidated 
Revenue Fund to a railway company under the juris- 
diction of Parliament that carries at Eastern rates 
grain moving in bulk for export to an Eastern port 
from an inland point, or flour moving for export from 
an inland point to an Eastern port, when the Eastern 
rates for such grain or flour, as the case may be, are 
less than the rates determined and published by the 
Commission under subsection (3), an amount equal to 
the difference between 

(a) the total amount received by the company in 
respect of that year for the carriage of such 
grain or flour, and 

(b) the total amount that the company would have 
received in respect of that year had the grain 
or flour been carried at the rates determined 
and published by the Commission under sub- 
section (3) instead of at the Eastern rates. 

(5) Until such time as the Commission 
determines and publishes a level of rates under sub- 
section (3), 

(a) the railway proportions of rates for the move- 
ment of grain in bulk for export from an inland 
point to an astern port that have been filed 
by a railway company with the Board of 
Transport Commissioners for Canada in ac- 
cordance with paragraph 2 of Order No. 
103860 of that Board dated February 23rd, 
1961, and that have been approved by that 
Board shall be deemed to be the rates deter- 
mined and published by the Commission under 
subsection (8); and 

(b) the rates applying on the 30th day of September, 
1966, for the movement of flour for export from 
an inland point to an Wastern port shall be 
deemed to be the rates determined and pub- 
lished by the Commission under subsection (3).” 
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Disallowance 
of non- 
comnpensatory 
rate. 


Inquiry isto 
Tate. 
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Sc. Sections 334 to 337 of the said Act are repealed 
the following substituted therefor: 


“884. (1) Except as otherwise provided by this 
Act all freight rates shall be compensatory; and the 
Commission may require the company issuing a freight 
tariff to furnish to the Commission at the time of 
filing the tariff or at any time, any information re- 
quired by the Commission to establish that the rates 
contained in the tariff are compensatory. 

(2) A freight rate shall be deemed to be 
compensatory when it exceeds the variable cost of 
the movement of the traffic concerned as determined 
by the Commission. 

(3) In determining for the purposes of 
this section the variable cost of any movement of 
trafic, the Commission shall 

(a) have regard to all items and factors prescribed 

by regulations of the Commission as being 
relevant in the determination of variable 
costs; and 

(b) compute the costs of capital in all cases by 

using the costs of capital approved by the 
Commission as proper for the Canadian Pacific 
Railway Company. 


(4) The Commission may disallow any 


freight rate that after investigation the Commission 


determines is not compensatory. 

(5) Where the Commission receives in- 
formation by way of a complaint or otherwise contain- 
ing prima facie evidence that a freight rate shown in a 
tariff filed with the Commission is not compensatory, 
the Commission shall conduct an investigation to de- 
termine if such rate is compensatory, and in any other 
case the Commission may, of its own motion, conduct 
such an investigation. 


Rates to be 
compensa- 
tory. 


Determi- 
nation of 
compenga- 
tory freight 
rate. 


Determi- 
nation of 
variable 
cost. 
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(4) Subsections (1) to (3) shall be in force 
during the two years after the coming into force 
thereof and expire at the end of that period. 

336. (1) A shipper of goods for which in respect 
of those goods there is no alternative, effective and 
competitive service by a common carrier other than a 
rail carrier or carriers or a combination of rail carriers 
may, if he is dissatisfied with the rate applicable to the 
carriage of those goods after negotiation with a rail 
carrier for an adjustment of the rate, apply to the 
Commission to have the probable range within which 
a fixed rate for the carriage of the goods would fall 
determined by the Commission; and the Commission 
shall inform the shipper of the range within which a 
fixed rate for the carriage of the goods would probably 
fall. 

(2) After being informed by the Commission 
of the probable range within which a fixed rate for the 
carriage of the goods would fall, the shipper may apply 
to the Commission to fix a rate for the carriage of the 
goods, and the Commission may after such investigation 
as it deems necessary fix a rate equal. to the variable 
cost of the carriage of the goods and an amount equal 
to one hundred and fifty per cent of the variable cost 
as the fixed rate applicable to the carriage of the goods 
in respect of which the application was made (herein- 
after in this section referred to as the “‘goods con- 
cerned’’). 
(3) In determining the variable cost of the 
carriage of goods for the purposes of this section, the 
Commission shall 

(a) have regard to all items and factors prescribed 
by regulations of the Commission as being 
relevant in the determination of variable costs; 

(b) compute the costs of capital in all cases by 
using the costs of capital approved by the 


AT 


Limited 
period. 


Application 
to set 
range for 
fixed rate. 


Firing 
the rate. 


Determi- 
nation of 


variable 


cost. 


Commission as proper for the Canadian Pacific _ 


Railway Company; 
(c) calculate the cost of carriage of the goods 
concerned on the basis of carloads of thirty 
- thousand pounds in the standard railway 
equipment for such goods; and 
(d) if the goods concerned may move between 
points in Canada by alternative routes of 
two or more railway companics, compute the 
variable cost on the basis of the costs of the 
lowest cost rail route. 
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Acceptance 
of fixed 
rate. 


Mffect of 
accepting 
fixed rate. 


fiw 
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(4) Where a fixed rate is made under this 
section, the Commission. shall forthwith notify the 
shipper of the rate so fixed, and if within thirty days 
of the mailing of the notice to the shipper by the 
Commission, the shipper enters into a written under- 
taking with a railway company, in a form satisfactory 
to the Commission, to ship the goods concerned by rail 
in accordance with this section, the company shall 
file and publish a tariff of the fixed rate which shall 
be effective upon such date as the Commission may, by 
order or regulation, direct. 

(5) When a shipper enters into a written 
undertaking as provided in subsection (4), 

(a) the shipper shall cause to be shipped by rail, 
for a period of one year from the date the fixed 
rate takes effect and for so long thereafter as the 
fixed rate as originally fixed or as altered under 
paragraph (a) of subsection (7) remains in 
force, all shipments of the goods concerned 
except such shipments as the Commission may 
from time to time authorize to be shipped for 
experimental purposes by another mode of 

transport; and 
(b) the charges for any shipments of the goods 
concerned in the standard railway equipment 

for goods of that type shall be 

(i) except in any case coming under sub- 
paragraph (ii) or (iii), at the fixed rate 
on the basis of a minimum carload weight 
of thirty thousand pounds, and for ship- 
ments under thirty thousand pounds, at the 
prevailing rate under the tariffs of the 
company for goods of that type unless the 
shipper assumes the charges for a ship- 
ment of thirty thousand pounds at the 

fixed rate, 
(ii) except in any case coming under sub- 
~ paragraph (iii), if the carload weight of 

a single shipment of the goods concerned 

is fifty thousand pounds or more, at a 

rate to be determined by deducting from 

the fixed rate an amount equal to one half 
the amount of the reduction in the variable 
cost of the shipment of the goods concerned 
below the amount of the variable cost with 
reference to which the fixed rate was 
established, but rates need be determined 
under this subparagraph only as required 
and then for minimum carload weights 
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based on units of twenty thousand added 

to thirty thousand and a rate for a car- 

load weight in excess of fifty thousand 
pounds and between any two minimum 
carload weights so éctalane hed shall be 
the rate for the lower of such minimum 
carload weights, or 

(iil) at such rate less than the fixed rate, on 
the basis of such minimum carload w eight, 

as the shipper may negotiate with a 

railway company at the time he enters into 

the written undertaking or at any time 
thereafter, and every such rate so nego- 
tiated shall be filed and published in 
accordance with regulations, orders or 
directions made by the Commission. 

(6) The Commission may require any ship- 
per for whom a rate has been fixed under this section to 
supply any information to the Commission, or to make 

available for the inspection of the Comrniss sion, ship- 

ping books, shipping records and invoice records of 
every kind for the purpose of verifying that the ship- 
per has comphed with paragraph (a) of subsection 
(5); and where it is shown to the Commission that the 
shipper has contravened that paragraph, or where the 
shipper defaults in giving the Commission any informa- 
tion required by it, the Commission may authorize 
cancellation of the fixed rate in respect of the goods 
concerned. 

(7) Where a fixed rate has been cancelled 
pursuant to an authorization under subsection (6), the 

company may recover from the shipper for all goods 

shipped at the maximum rate the difference between 
charges at the maximum rate and charges based on the 
rate in effect on such goods immediately before the 
effective date of the maximum rate, and, in addition, 
the company is entitled to liquidated damages at the 
rate of ten per cent of the maximum rate on all goods 
shipped by the shipper otherwise than in accordance 
with the provisions of the written undertaking referred 
to in subsection (4). 

(8) At any time after the expiration of 
one year from the date the fixed rate became effective 
in respect of the carriage by rail of the goods concerned, 

(@) the Commission may, upon being satisfied 
of a change in the variable cost in relation to 
which a rate was fixed under this section, alter 
the fixed rate as the Commission may specify; 


FaiJure to 
ship goods 
by carrier. 


Rights of 
company. 


Termination 
or alteration 
of fixed rate. 


7 : J a +3 t") 












m yey » 7 = 
' 7 (i . ee | 


ig Bie : _ 
i a 
! 4 ae 
' wit = 
! it 
la . ‘iw « 
4 : > Ww nat 
: — 
=—fi7 
ti i! 2A 
; Her 
| re n 
TA LT Blah) 
of] yf } } a 
‘ 
ee a. a 


, 
— ' # 
: - 
i 
’ F d ’ rl , ‘ 18) 
: ns 
am | ’ al 
: 
~ i t f j 4 a 
— a oe 
: ' 
vu : 
‘ > 
4 - 
* » p ' 
7 ‘ j ia 
S09 
r y Vy , 
; 7 SIG 
+ 
P my 
t j } ® — 
: i 
1 4 t <a PIES 
let 4 " pi) oo Ll Gest -wr 
; mize wih id eleah Gvetoeiis 7 = 
ab:opi Li oalliie-et Palaes aA} 


ut LhuOiG ft yi olay : 

qnnad Beira!" ; 7 i edt sex Dennols oS 7 
1b MMI Seat i G7 mesure ah adiw ; 
>. by aohoenie nl oF). « 





_ 5 fipaipen We madtss ca nl yo Saormit . 6a 
(Tey Seiive lb aeatiind ater 94900.) ne 
ly ae ‘alk pat), ane A os 
oy _°  ipirteana som ant te tonqesdt ni! - 
‘ - — _— r oaay ; 7 : 
oy ee | sect: tee : . 
Oe ken ceere ee | 







Pa 


50 


Form and 
content of 
application. 


Application of 
Maritime 
Freight Rates 
Act. 


Existing level 
of rates pre- 
vails for 

fixed period. 


Chap. 69, 


(0) 


(c) 


yee 


- 


National Transportation. (tea iz. Tt. 


the shipper may give notice in writing to the 
Commission and to any railway company with 
whom he had shipped the goods concerned 
that the shipper no longer desires to be bound 
by the written undertaking entered into in 
respect of the goods concerned on and after a 
date specified in the notice, not being earlier 
than ten days from the date of the notice, and 
thereupon his undertaking is terminated as 
of the date so specified, and the fixed rate shall 
be cancelled in respect of the goods concerned; _ 
and 
where the Commission is satisfied that there 
is available to the shipper in respect of the 
goods concerned an alternative, effective and 
competitive service by a common carrier other 
than a rail carrier or carriers or combination 
of rail carriers, the Commission by order may, 
upon the application of a railway company, 
authorize the cancellation of the fixed rate as 
originally fixed or as altered under paragraph 
(a) in respect of the goods concerned, upon 
such date, not being earlier than ten days from 
the date of the order, as is stated in the order. 
(9) An application under this section shall 


be in such form and contain such information as the 
Commission may by regulation or otherwise require 
and without limiting the generality of the foregoing, 


(2) 


(0) 


an application under subsection (1) shall be 
accompanied by copies of all letters and 
documents exchanged between the shipper 
and any railway company in respect of the 
negotiations between the shipper and the rail 
carriers for an adjustment in the rate applicable 
to the goods to be shipped or received by the 
shipper; and 
in the case of an application under subsection 
(2) the shipper making the application shall 
pay to the Receiver General for the use of Her 
Majesty such fee, if any, as may be determined 
by the Commission but not excecding in any 
event twenty-five dollars. 

(10) This section is subject to the Afaritime 


Freight Rates Act and Term 32 of the Terms of Union 
of Newfoundland with Canada. 


(11) This section does not apply in respect 


of any freight rate in effect upon the Ist day of August, » 
1966, including any freight rate payable by a shipper 
at a level provided for on the principles of the Fretght 
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Rates Reduction Act, until that freight rate advances 
above the level payable by a shipper as of the Ist day 
of August, 1966. 

(12) If the goods of a shipper pass over any Meanine of 
continuous rail route in Canada operated by two or “company” 
more railway companies, the expression “company” as Gata: 
used in this section shall be taken to mean each such ee 
company. 

(13) In this section “shipper” means a Meaning of 
person sending or desiring to send goods between SP": 
points in Canada or who receives or desires to receive 
goods shipped between points in Canada. 

(14) Notwithstanding subsection (11), Advance in 

. Auth, S : : . rates upon 
where immediately before the coming into force of this removal of 
section a reduced freight rate was in effect. pursuant to [hridee 
section 468, an advance in that rate shall be deemed ; 
not to be an advance in the freight rate payable by a 
shipper until that freight rate advances to a level 
beyond any level authorized by the Commission under 
section 468A after the commencement of the Natioral 
Transportation Act. 

(15) Subsection (11) expires two years Expiration of 
after the coming into force of this section unless, eS 
before that date, a later date is fixed for its expiration 
by proclamation of the Governor in Council in which 
case that subsection expires on such later date. 

(16) As soon as practicable after the ex- Report on 
piration of four years from the coming into force of ¢fsection. 
this section the Commission shall, after holding such 
public hearings as it may deem expedient and hearing 
the submissions of interested parties, report to the 
Governor in Council on the operation of this section 
and matters relevant thereto and, having regard to the 
national transportation policy, shall make such rec- 
ommendations to the Governor in Council with 
respect to the operation of the section as the Commis- 
sion considers desirable in the public interest. 
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70. The said Act is further amended by adding 
thereto, immediately after section 387 thereof, the follow- 
Ing sections: 


“887A. (1) In computing the costs of the under- Allowances 
taking of the company for the purposes of sections Medes ™ 
3l4a to 314s, 317, 329, 334, 336, 387n and this section, 
there shall be included such allowance on a periodic 
basis 

(a) for depreciation, and 

(b) in respect of the cost of any money expended, 

Whether or not the expenditure was made out 
of borrowed money, 
as to the Commission seems reasonable in the cir- 
cumstances. 

(2) Without limiting the powers of the Computation 
Commission under this Act to determine costs, Rieter 

(a) if the costs of a portion of the undertaking a ehee 

of the company or of a particular operation "© 
-of the company are to be computed for a 
particular period, such of the costs of the whole 
undertaking of the company or any other. 
portion of such undertaking thereof as, in the 
opinion of the Commission, are reasonably 
attributable to that portion of the undertaking 
or to the particular operation, as the case may 
be, in respect of which the costs are being com- 
puted, may be included in such computation 
of costs, irrespective of when, or in what 
manner, or by whom such costs were incurred; 
and 

(b) if the costs of a portion of the undertaking 

of the company or of a particular operation 
of the company are to be computed in respect 
of future operations of the company, they shall 
be determined in accordance with estimates 
made on such basis as to the Commission seems 
reasonable in the circumstances. 

(3) Any determination of costs by the Eftectot _ 
Commission for any of the purposes of this Act is final determination 
and binding upon all parties interested or affected 
thereby. 
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38’. (1) The Commission shall by regulation 
prescribe for any of the purposes of this Act the items 
and factors, including the factors of depreciation and 
the cost of capital as provided in subsection (1) of 
section 387a, which shall be relevant in the determina- 
tion of costs, and, to the extent that the Commission 
deems it proper and relevant to do so, the Commission 
shall have regard to the principles of costing adopted 
by the Royal Commission on Transportation appointed 
by the Order-in-Council dated the 13th day of May, 
1959, in arriving at the conclusions contained in the 
report thereof, and to later developments in railway 
costing methods and techniques and to current condi- 
tions of railway operations. 

(2) When the Commission proposes to 
amend any regulations made under subsection (1), the 
Commission shall give notice of the proposed amend- 
ment in the Canada Gazette and in such additional 
publications as it deems desirable, and any transporta- 


_tion company, organization, provincial authority or 


municipal authority in Canada may, within twenty 
days from the day of the publication of the notice in 
the Canada Gazeite, 
(a) request the Commission to hold hearings on the 
matter of the proposed amendment; or 
(b) give notice to the Commission that it intends 
to submit to the Commission views and recom- 
mendations on the matter of the proposed 
amendment, which views and recommendations 
shall be submitted in writing not later than 
forty days from the day of the publication of 
the notice in the Canada Gazette; 
and the proposed amendment shall be brought into 
force not earlier than sixty days from the day of the 
publication of the notice in the Canada Gazette unless 
within the period limited therefor by this subsection a 
request is received by the Commission to hold hearings, 
or a written submission is received by the Commission 
setting out views and recommendations, on the matter 
of the proposed amendment. 
— (3) Where a written submission seeking 
a change in a proposed amendment mentioned in 
subsection (2) is received by the Commission within 
the time limited therefor by that subsection and no 
request to hold hearings on the matter of the proposed 
amendment is received by the Commission within the 
time limited therefor by that subsection, the Com- 
mission shall allow a further period of thirty days for 
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the circulation of the submission and ‘the receipt of 
comments thereon; and the Commission may thereafter 
(a) bring the proposed amendment into force as 
originally proposed or as altered after receipt 
of the written subrnission and replies thereto, 
on a day fixed by the Commission; or 
(6) hold hearings on the proposed amendment. 
(4) Where a request to hold hearings on When 
a proposed amendment mentioned in subsection (2) is beerinas, 
received by the Commission within the time limited or held. 
therefor by that subsection, or where hearings are held 
under subsection (8) on the proposed amendinent, the 
Commission shall 
(a) circulate any written submissions received 
pursuant to subsection (2) that have not 
already been circulated pursuant to subsection 
(3); and ; ; 
(b) hold such hearings as in its opinion are neces- 
sary to enable all persons who wish to do so 
to present their views to the Commission; 
and thereafter the Commission may bring the proposed 
amendment into force, as originally proposed or as 
altered after such hearings, on a day fixed by the 
Commission. 
(5) Where an amendment to a regulation Amend- 
made under this section is proposed by a person other Per .g 
than the Commission and the amendment has merit in by other than 
the opinion of the Commission, the Commission shall Co™™sie™- 
circulate the proposal and replies thereto and, if the 
Commission considers it desirable to do so, the Com- 
mission may 
(a) bring the proposed amendment into force on a 
day fixed by the Commission, which shall not 
be earlier than ninety days from the day that 
the proposed amendment was received by the 
Commission; or 
(b) hold hearings on the matter of the proposed 
amendment and bring the proposed amendment 
into force, as originally proposed or as altered 
after such hearings, on a day fixed by the 
Commission. 


88%c. Where information concerning the costs Information 
of a railway company or other information that is by beatiteon 
its nature confidential is obtained from the company 
by the Commission in the course of any investigation 
under this Act, such information shall not be published 
or revealed in such a manner as to be available for the 
use of any other person, unless in the opinion of the 


Commission such publication is necessary in the public 
interest. 
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